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DEPARTMENT OF THE INTERIOR AND RELAT-
ED AGENCIES APPROPRIATIONS FOR FIS-
CAL YEAR 1998

THURSDAY, MARCH 13, 1997

U.S. SENATE,
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS,
Washington, DC.

The subcommittee met at 2:35 p.m., in room SD-124, Dirksen
Senate Office Building, Hon. Ben Nighthorse Campbell, presiding.

Present: Senators Gorton, Domenici, Campbell, Byrd, and Dor-
gan.

DEPARTMENT OF ENERGY

OFFICE OF THE SECRETARY

STATEMENT OF FEDERICO F. PENA, SECRETARY OF ENERGY

ACCOMPANIED BY:
ROBERT S. KRIPOWICZ, PRINCIPAL DEPUTY ASSISTANT SEC-
RETARY, OFFICE OF FOSSIL ENERGY
JOSEPH J. ROMM, PRINCIPAL DEPUTY ASSISTANT SECRETARY,
OFFICE OF ENERGY EFFICIENCY AND RENEWABLE ENERGY
ELIZABETH E. SMEDLEY, ACTING CHIEF FINANCIAL OFFICER

OPENING STATEMENT OF SENATOR CAMPBELL

Senator CAMPBELL. The Appropriations Subcommittee on the In-
terior will be in order. Senator Gorton is detained on the floor for
a little while longer, so I will go ahead and start the proceedings,
and I certainly want to welcome my friend and colleague for so
many years and the new Secretary to our hearing today. I person-
ally am very pleased at that opportunity. Federico and I go way
back. I know his leadership is invaluable in a time when we have
so many important issues to deal with at the Department of En-
ergy.

Certainly this administration has sent him to the committee to
justify the request of budget authority of $19 billion. That is an in-
crease of almost $3 billion over fiscal year 1997. The budget says
that a significant portion of that comes from, we are told, a change
in the financing of construction projects. I am a little bit skeptical.
Although this change seems sound from an accounting perspective,
I do worry that it will also be used to mask some of the question-
able spending changes as well.

Although it is not the subject of your testimony today, Mr. Sec-
retary, I want to point out that Rocky Flats, that you know very
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well and I do, too, is an example of items that really do concern
me and all of us in Colorado because you are familiar with that.

The administration proposes funding for well under what most
people, both sides of the aisle, think is necessary to contain and
manage the plutonium and restore the site in a meaningful time-
frame, and if you care to venture into that in your testimony, I
would also appreciate that.

But before we start, I would like to defer to my colleague and a
man that has been my mentor in many respects, Senator Byrd.

Senator BYRD. Thank you, Senator. I have a good many ques-
tions, and if you have to leave soon, perhaps you better go ahead
with your questions.

Senator CAMPBELL. I can wait a while. Would you just rather go
to the Secretary’s testimony before you ask questions?

Senator BYRD. Yes; let us let him speak first. Thank you.

Senator CAMPBELL. Mr. Secretary, please proceed.

SUMMARY STATEMENT OF HON. FEDERICO PENA

Secretary PENA. Thank you very much, Mr. Chairman, Senator
Byrd and members of the subcommittee. Let me thank you for giv-
ing me the opportunity to testify on behalf of the Department of
Energy’s fiscal year 1998 budget. Having just been confirmed I
think less than 24 hours ago, I am especially pleased to be here.

Let me introduce the two gentlemen who are with me today. I
think they are well known to you already. To my left or to your
right is Robert Kripowicz, who is the Principal Deputy Assistant
Secretary for Fossil Energy. In the event that there are some high-
lirl technical questions, Mr. Kripowicz will be able to assist me in
that.

To my right or to your left is Dr. Joseph Romm who is the Prin-
cipal Deputy Assistant Secretary for Energy Efficiency. I want to
thank them very much for their hard work in preparing me in a
relatively short period of time to be here this afternoon.

Mr. Chairman, it is appropriate that my first hearing be before
this subcommittee, which has been such a crucial partner in the
delivery of the Department’s energy mission. Although the sub-
committee is directly concerned with a portion of the Department’s
missions, this subcommittee is a key partner in the objective that
we list at the very top, and that is the enhancement of our national
energy security and the development and deployment of clean en-
ergy.

Each day Americans depend on the benefits of energy, usually
without considering the role that it plays in our quality of life, but
as this subcommittee well knows, when energy supplies are dis-
rupted, every American feels it. There have been three major oil
disruptions in the past 23 years, each causing substantial domestic
and international turmoil.

In the next 15 years the United States net oil imports will grow
to 60 percent of domestic consumption. Persian Gulf oil-producing
nations will increase their oil exports to surpass their peak of 67
percent of global oil exports in the embargo year of 1974, and this
is, frankly, unacceptable.

The budget that we present to you advances national energy ob-
jectives in two broad ways. First, it emphasizes energy supply solu-
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tions through increased domestic energy production, expanded use
of natural gas, diversification of oil supply options, development of
alternative transportation fuels, and maintenance of the strategic
petroleum reserve to ensure economic stability in the event oil sup-
ply disruption should occur in the future.

Second, it emphasizes energy use solutions promoting the in-
creased efficiency of energy used in all sectors of the economy and
enhanced competitiveness of the electric utility industry and other
sectors of the energy industry.

For energy efficiency programs we are requesting $707 million,
a $137.9 million increase or 24 percent above the fiscal year 1997
comparable appropriations.

Why should we request such a large increase? We believe it is
a smart investment. Improved efficiency is not only achievable, it
is essential if we are to avoid serious risk in the future. Moreover,
it is a proven way to reduce the demand for energy while enhanc-
ing our standard of living and our environmental quality.

For example, EIA’s 1997 annual energy outlook forecasts that in
2015 the average home will be 4 percent larger and will rely more
on electricity-based technologies. Annual per capita personal high-
way and air travel, something that I'm familiar with from my
former position, are expected to be 12 and 59 percent higher, re-
spectively.

Despite this growth, the forecast report indicates that energy in-
tensity per capita will remain essentially static. The reason—EIA
forecasts that improvements in energy efficiency will provide high-
er levels of service without significant increases in energy use per
capita. So energy efficiency products and improvements are built
into these forecasts to at least keep per capita energy use stable
for the next 10 or 15 years.

So our budget request is part of this energy efficiency strategy
to deliver and design cars of the future, improve efficiency in en-
ergy-intensive industries, develop energy efficient buildings in com-
munities for the 21st century and increase the use of proven effi-
ciency measures by consumers in Federal, State, and local govern-
ments as well as low-income households.

This request also recognizes that nearly 85 percent of the Na-
tion’s energy is supplied by fossil fuels and that this percentage is
expected to increase to 88 percent by the year 2015.

This budget includes $346 million for fossil energy research and
development. This is a 5-percent reduction from the fiscal year
1997 level because many supported gas and coal fuel power system
projects are entering their final phase of development. At this level,
the Department will continue its support for technologies that de-
velop the clean, highly efficient powerplant for the 21st century,
boost the Nation’s production of natural gas and oil, and provide
a new option to supplement our country’s liquid fuels.

The Department does not propose to sell any oil from the strate-
gic petroleum reserve to finance operations for this fiscal year. The
Department proposes to return approximately $153 million of
Clean Coal Technology Program funds to the Treasury in fiscal
year 1998 and defer $133 million that will not be required until fis-
cal year 1999.
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The proposed rescission does not impact, and I want to empha-
size that, does not impact ongoing projects and returns to the
Treasury, only funding that becomes available from canceled or re-
structured projects. We believe that this proposal honors our com-
mitment to fiscal discipline without jeopardizing the already sig-
nificant accomplishments of this program.

Mr. Chairman and members, the Clean Coal Technology Pro-
gram began because of the foresight of this subcommittee. It is an
excellent example of what is possible with Federal research and de-
velopment assistance. The General Accounting Office, for example,
cites this program as a model of public-private partnership.

One excellent success story concerns the development of low NOy
burners. This technology now provides utility powerplants with a
way to reduce nitrogen oxide emissions, which contributed smog
and ozone buildup to a level that is 10 times lower than would
have been available without the Federal investment.

Today almost 25 percent of coal-fired capacity is now using these
cleaner burners. Sales have exceeded $750 million and will ap-
proach about $4 billion by the year 2000.

Again, in part due to this subcommittee’s foresight, the program
includes a recoupment provision that requires that the Government
be paid back for its investment, and that the technologies are a
commercial success, and we're beginning to see some of that repay-
ment now in the early years. This provision is now beginning to see
those repayments, approximately $400,000, to the Government.

Mr. Chairman and members, let me conclude my remarks with
those very brief statements. Mr. Chairman, you asked me to make
some comments about Rocky Flats, and there were some concerns
about the proposed increase in the overall budget which addresses
a new approach that we’re using to try to facilitate the upfront
funding of major programs for the Department in a way which I
think will save us money in the long term.

PREPARED STATEMENT

I would be very pleased to respond to both those issues in my
question-and-answer period, and of course respond to other ques-
tions that you and other members may have. Thank you very much
for your courtesies.

[The statement follows:]

PREPARED STATEMENT OF HON. FEDERICO PENA

Mr. Chairman and members of the Subcommittee, I am pleased to appear before
you today to discuss the fiscal year 1998 budget request for the Department of En-
ergy.

The President, in his State of the Union message to the Congress, spoke about
our nation’s responsibility to keep its commitments and to provide for the future.
An important commitment he spoke about was fiscal discipline, the duty we have
to future generations to balance the budget. He also spoke of our duty to future gen-
erations to maintain and refresh our nation’s capacity for scientific and techno-
logical innovation and thereby shape the future.

These themes, keeping commitments and providing for the future, are at the
heart of the Department’s missions. Our sense of obligation to continue investments
that ensure the nation’s security, competitiveness, and improved environmental
quality for generations to come drives our program objectives. Science, technology,
research, and development are the common threads running throughout the Depart-
ment’s varied missions, providing the tools with which to shape our energy future.
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PRIORITIES FOR THE FUTURE

The Department of Energy has four key priorities:

(1) Enhancing our energy security by improving the energy efficiency of our econ-
omy and by developing and deploying clean and affordable energy supplies;

(2) Ensuring a safe and reliable nuclear weapons stockpile and reducing the global
nuclear danger;

(3) Cleaning up former nuclear weapons sites and finding a more effective and
timely path forward for disposing of nuclear waste; and

(4) Leveraging science and technology to advance fundamental knowledge and our
country’s economic competitiveness with a stronger partnership with the private
sector.

All of these needs present unparalleled opportunities and daunting challenges
that will greatly affect the future of our nation and indeed the world. However, first
among them is energy.

Each day, Americans depend on the benefits of energy, usually without consider-
ing the role it plays in our quality of life. But there have been three major oil dis-
ruptions in the past 23 years, each causing substantial domestic and international
turmoil. In the next 15 years, U.S. net oil imports will grow to 60 percent of domes-
tic consumption, and Persian Gulf oil producing nations will increase their oil ex-
ports to surpass their peak of 67 percent of global oil exports in the embargo year
of 1974. The potential of this situation poses serious risks for America’s future.

A STRONG ENERGY STRATEGY

We must have a credible energy strategy that provides for our energy security and
meets our commitment to be responsible stewards of the environment. Our energy
strategy must, at a minimum:

—Increase domestic energy production through smarter regulation and techno-
logical advances to improve production economics and reduce environmental im-
pacts of both oil and natural gas development;

—Expand the use of natural gas;

—Diversify our oil supply options in areas such as the Western Hemisphere,
Central Asia and the Caspian Sea;

—Reduce U.S. dependence on insecure sources of foreign oil by making us more
efficient in our use of all energy;

—Develop clean, renewable energy supplies, alternative transportation fuels, and
clean coal technology;

—Maintain our strategic petroleum reserve at levels which meet our international
responsibilities and ensure stability in the event of supply disruptions;

—Maintain the safety of nuclear power reactors;

—Address the challenge of global climate change; and

—Enhance the competitiveness of the electric utility industry and other sectors
of the energy industry.

The President’s energy policies set out to accomplish these objectives in partner-
ship with industry. These innovative partnerships feature: collaboration with indus-
try to identify priorities; cost-sharing of projects; and federal support used as a cata-
lyst to develop innovative research and development (R&D). These partnerships pro-
vide the edge that will help achieve our national energy goals.

PARTNERING WITH INDUSTRY TO ACHIEVE ENERGY OBJECTIVES

Recently, government investment in research and development and the appro-
priate federal role have been the subject of much debate. This budget request sup-
ports a strong portfolio of energy research and development which builds on prior
year commitments to cutting-edge technologies. Fiscal year 1998 is a key year in
which to steady our research and development investments because, after ten years
of public-private collaboration, dividends are coming to the American people. For ex-
ample, it is estimated that within two to three years, we will have successfully de-
veloped a “next generation” gas turbine that will surpass any competing turbine of-
fered outside the U.S. Advanced gas turbines will provide the capability of generat-
ing electric power at efficiencies of over 60 percent, and with NOy emissions so low
as to allow them to be sited in environmentally restricted areas such as California.

We also will have developed an advanced fuel cell that will significantly boost the
efficiency and environmental performance of twenty-first century natural gas and
coal-fired power plants. When commercially available, these technologies will bring
lower electricity costs, more U.S. jobs in the energy industry, and a cleaner environ-
ment with lower emissions for all Americans. In the case of both of these tech-
nologies, it is federal research and development support which provides the dif-
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ference needed to develop the “state of the art” in terms of efficiency and environ-
mental quality.

Similarly, the Clean Coal Technology program was begun in 1985 in recognition
of the national interest in technologies which promote the environmentally sensitive
use of the nation’s vast, and relatively inexpensive, coal reserves. Out of 40 projects,
the Clean Coal Technology Program has successfully completed its involvement in
20 projects, and the remainder are in operation, construction or design phases. The
General Accounting Office now points to the Clean Coal Technology program as a
model of public-private partnership. The program has resulted in commercial devel-
opment of 14 technologies, and the non-federal cost share now averages 66 percent
per project. Nevertheless, because there are balances available from previously can-
celed or restructured projects, the Department proposes to rescind $153 million in
fiscal year 1998, and to defer an additional $133 million in balances that will not
be required until fiscal year 1999.

In fiscal year 1998 the Clean Coal Technology program will produce the following
important results:

—Operation of the nation’s first three commercial scale coal gasification combined
cycle power plants—at Tampa, FL; Terre Haute, IN; and Reno, NV—each facil-
ity achieving 95 percent or greater sulfur removal, and 90 percent nitrogen
oxide reductions;

—Startup of a commercial-scale advanced combustor power plant at Healy, AK,
which will reduce sulfur dioxide by 90 percent or more, and nitrogen oxides by
70 percent;

—Completion of tests at an advanced coal processing facility in Colstrip, MT, pro-
ducing clean fuel with sulfur content as low as 0.3 percent and heating value
up to 12,000 Btus/lb.

Research and development is critical if the U.S. is to maintain its technological
edge. The question is: how should our national research and development invest-
ment be shared between the public and private sectors? U.S. private sector spending
for energy research and development is down more than 30 percent since the early
1980s. One reason is that recent changes in domestic energy markets, particularly
deregulation of the natural gas industry and the move toward greater competition
in the electric power industry, have encouraged general corporate cost-cutting but
discouraged research and development, especially if the payoff is beyond one to
three years. At the same time, the makeup of the U.S. oil industry is shifting from
large, multi-national producers to smaller companies (who drill 85 percent of all new
wells) with limited research and development capability and access to advanced
technologies. In addition, expectations of continued low oil prices may be discourag-
i‘ng1 private research and development that could lower the cost of new sources of
uels.

When the result will clearly benefit the public at large—for example through
cleaner air, more affordable energy, or greater energy security—government involve-
ment is justified and can make the significant difference. This is especially true
when the research and development is beyond the private sector’s economic capabil-
ity, or interest. Some research and development has no current “market driver.”
Some research and development may be vital in the 21st century, but holds no eco-
nomic incentive today for the private sector. For example, few companies can today
justify an aggressive research program aimed at preventing the generation of the
greenhouse gas carbon dioxide, much less investing in a means of capturing and dis-
posing of it. There is no immediate “bottom line” payoff. If the public benefits are
important—but research is too fundamental to offer commercial potential, or the ad-
vanced technologies pose too great a technical risk or are outside the time frame
that would justify industry’s investment on its own—then federal support is justi-
fied, and sometimes critical to secure public goals and benefits.

The federal government has unique expertise. Our national laboratories have ca-
pabilities developed for defense purposes that can be adapted through research and
development to improve domestic energy production. No private sector firm pos-
sesses these capabilities. With global markets for new energy technologies offering
lucrative opportunities, other countries such as Japan and Germany are using gov-
ernment-industry research and development partnerships to develop innovations
that will compete with U.S. technologies.

As Americans we have a duty to discipline government spending and eliminate
the deficit in consideration of future generations. However, reducing federal support
of energy research and development would place an even higher burden on future
generations. Failing to sufficiently invest in energy technology development today
sends a signal that we are not willing to work for the future. Affordable heating,
cooling, transportation and cleaner supplies of energy will depend on continued in-
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novation that keeps pace with future energy challenges. Industry is a critical part-
ner in this effort.

THE FISCAL YEAR 1998 BUDGET—ENSURING SECURE SUPPLIES OF CLEAN, AFFORDABLE
ENERGY

The Department’s fiscal year 1998 budget request ties program funding require-
ments to specific outcomes. This budget was formulated to accomplish strategic ob-
jectives which support our national energy goals.

ENERGY EFFICIENCY

According to the 1997 Annual Energy Outlook from the Energy Information Ad-
ministration (EIA), the average home in 2015 is expected to be 4 percent larger and
to rely more heavily on electricity-based technologies. Annual highway travel and
air travel per capita in 2015 are expected to be 12 and 76 percent higher, respec-
tively, than their current levels. Despite this expected growth in demand, the EIA
report expects that “primary energy intensity on a per capita basis will remain es-
sentially static through 2015.” The Outlook attributes this to anticipated improve-
ments in energy efficiency which will “make it possible to provide higher levels of
service without significant increases in energy use per capita”.

These projections show the importance of energy efficiency technologies. However,
these projected gains in efficiency will not be enough. The same forecast projected
increased foreign oil reliance which could pose a severe risk to our energy and eco-
nomic security in the coming years. In consideration of our future, we cannot afford
to back away from the investment in energy efficiency technologies.

Reflecting the Administration’s commitment to energy efficiency technologies as a
key element of the national energy strategy, the Department’s total fiscal year 1998
request for Energy Efficiency programs is $707.7 million, a $137.9 million increase
or 24 percent above the fiscal year 1997 comparable appropriation. We recognize,
of course, that this is a bold initiative that may be difficult to achieve in these con-
strained fiscal times. But we believe the program is well conceived and essential in
order to provide for a more secure and environmentally responsible energy future.

The Office of Energy Efficiency and Renewable Energy programs is organized to
address the challenges facing the major energy use sectors of the national econ-
omy—industry, buildings, transportation, and utilities. The request for Industry sec-
tor efficiency programs is $139.6 million, Buildings $302.4 million, and Transpor-
tation $203.2 million. In addition, to directly address the energy efficiency of one
of the largest consumers of energy, the federal government, $31.1 million is re-
quested for the Federal Energy Management Program.

The Department’s fiscal year 1998 request continues key initiatives, started at the
beginning of the Clinton Administration, designed to accelerate deployment of exist-
ing technologies and emphasize research and development technologies for the fu-
ture. The Department has charted a course to provide energy solutions into the next
century. We have outlined major goals and developed this budget request with the
aim of achieving the following key objectives.

Designing and delivering cars of the future.—The Department of Energy leads the
design team of the government-wide Partnership for a New Generation of Vehicles
(PNGV), a multi-agency/industry collaborative initiative led by the Department of
Commerce. The goal of PNGV 1is to develop an 80 mile-per-gallon family car and
demonstrate a prototype car for the future by 2004. In fiscal year 1998 the Depart-
ment proposes an increase of $22.1 million for PNGV programs, for a total fiscal
year 1998 request of $128.3 million for PNGV related research and development in
the Energy Efficiency program.

The total fiscal year 1998 request for Transportation programs, including PNGV
related activities, is $203.2 million. An increase of $6.2 million is proposed for Tech-
nology Deployment activities which promote the use of alternative fuels through the
voluntary Clean Cities programs and other activities. The $2 million increase in
Heavy Vehicle Systems research and development will support increased efficiencies
in advanced diesel engines and activities to deploy existing technologies directed at
heavy vehicles such as buses, and trucks. Decreases of $2.9 million are proposed in
Automotive Materials and $3.5 million for Heavy Vehicle Alternative Fuels research
and development.

Improving efficiency in energy intensive industries.—The Department is working
closely with the most energy-intensive industries to focus cooperative research and
improve U.S. competitiveness. Working together with industry to encourage the de-
velopment and application of energy efficiency and pollution prevention tech-
nologies, our goal is to help achieve over $10 billion of industry energy cost savings
by the year 2010. The Department’s fiscal year 1998 request emphasizes the Indus-
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tries of the Future public-private partnership program and proposes a $9.4 million
increase for a fiscal year 1998 program total of $55.7 million.

In addition, the Department is requesting increases to support other cost-effective
industry pollution prevention partnership programs in fiscal year 1998: for Motor
Challenge, $2.1 million, to continue collaboration with the private sector to improve
the efficiency of industrial motors; for Climate Wise, $2.8 million, to continue efforts
to voluntarily reduce global warming emissions from industrial energy users; for
NICES3 partnerships, §6.2 million, to continue the highly leveraged deployment of
innovative energy efficiency and pollution prevention technologies in partnership
with State, local and other federal agency partners; and Industrial Assessment Cen-
ters, $1.1 million, to enhance technical support available to industries seeking to
audit the efficiency of their facilities. Proposed for continuation at the fiscal year
1997 comparable level are: Advanced Turbine Systems, to continue development of
highly energy efficient turbine engines for future use in industrial settings, and Ad-
vanced Materials R&D, to develop highly efficient industrial materials, such as ce-
ramics, which are able to withstand greater heat and stress demands, thereby, oper-
ating more efficiently with lower energy requirements.

Developing buildings and communities for the 21st century.—By working with the
building industry, community leaders and customers, the program’s goal is to de-
velop and implement a plan for buildings and communities of the future. The typical
American family of four spends $2,200 each year on energy. The Energy Efficiency
program is targeting residential energy consumption with the objectives of cutting
builder costs by 10 percent, consumer costs by 20 percent, and pollution by 30 per-
cent, saving 3 quads of energy and reducing environmental emissions by 60 Million
Metric Tons Carbon Equivalent by the year 2010.

Public-private deployment partnerships for the buildings sector which are de-
signed to increase energy efficiency are proposed to increase by $10 million in fiscal
year 1998. One recent example of the benefits of this partnership approach is the
Rebuild America program where $500,000 in Federal funds was used to attract
nearly $33 million in State, local and private funds to implement energy efficiency
technologies in commercial and government buildings at the State and local levels.
The $10 million increase in building sector programs will support: Rebuild America,
as well as promote efficient and affordable residential and industrialized housing;
Energy Star Appliances, a voluntary incentive program that promotes market de-
mand for energy efficient appliances; and enhanced Building Codes and Standards
activities with the States. Also supported is research and development funding for
advanced building equipment and materials, including windows and lighting.

Transferring proven energy efficiency measures to consumers.—By applying energy
efficiency measures to existing buildings and operations, our goal is to increase effi-
ciency and reduce government energy consumption 30 percent by 2005 from a 1985
baseline. Through aggressive deployment of technologies available today, we propose
to reduce annual energy consumption by one quad of energy by the turn of the cen-
tury. To move toward these targets we propose the following program levels in fiscal
year 1998:

For the Federal Energy Management Program $31.1 million is requested. This is
an $11.3 million increase to let the program bring a series of new energy technology
options to federal facilities managers and support the growth of alternate, non-Fed-
eral financing options to implement energy cost savings such as up-front capital fi-
nancing from energy utilities which is to be repaid from the agencies’ monthly en-
ergy consumption savings.

A $41.3 million increase is proposed for grants. Federal support through these
grants is cost-effective as the money often leverages investments by State, local and
private sources to deploy energy related technologies. State Grants which support
innovative energy efficiency programs of the State Energy Offices and help to gen-
erate $19 million in non-Federal investments for every appropriated dollar, are pro-
posed to increase $8 million to a total of $37 million in fiscal year 1998. Also pro-
posed is a $33.3 million increase for the Weatherization Assistance Program for a
fiscal year 1998 total of $154.1 million, to deploy existing energy efficiency tech-
nologies in households that cannot afford the investment without the program. This
level of funding will weatherize close to 78,000 households in fiscal year 1998. Level
funding between fiscal year 1997 and fiscal year 1998 of $1.6 million is requested
for the Municipal Energy Management Program which works with urban commu-
nities, and leverages four non-Federal dollars to every federal dollar.

FOSSIL ENERGY RESEARCH AND DEVELOPMENT

The budget request for the Fossil Energy program recognizes that nearly 85 per-
cent of the nation’s energy is currently supplied by coal, oil and natural gas. With
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the use of these fuels projected by the Energy Information Administration to in-
crease to more than 88 percent by 2015, the Department’s fossil energy program fo-
cuses its funding primarily on ways to enhance our domestic energy security and
ensure continued environmental protection.

The Fossil Energy fiscal year 1998 budget addresses these energy concerns. As a
near-term response to a potential oil supply disruption, the fiscal year 1998 budget
maintains the strategic petroleum reserve at 563 million barrels, respecting our
international responsibilities and providing a powerful tool to blunt oil shortages
and price fluctuations. For the longer-term, the budget continues research and de-
velopment into new oil exploration, production and processing technologies that can
lower costs and boost domestic oil supplies, particularly from properties owned by
smaller independent producers. The budget also maintains research into alter-
natives to conventional petroleum, including technologies to produce high-quality
liquid fuels from natural gas and coal.

The Fossil Energy Research and Development program is committed to new natu-
ral gas-and coal-fired electric power technologies that can produce significantly less
carbon dioxide and acid rain emissions than current technology, while keeping elec-
tricity costs affordable.

The fiscal year 1998 budget moves into the final phases of development for several
advanced electric power technologies, including low emission boilers, advanced gen-
eration fuel cells and ultra-high efficiency gas turbines, culminating a decade or
more and several hundred million dollars of prior public and private sector invest-
ment. DOE’s support for these 21st century technologies is becoming increasingly
important as the U.S. industry, confronted by the uncertainties of restructuring,
continues to cut back financing of longer-range, higher-risk R&D, while at the same
time demand for new and cleaner sources of electricity rapidly increases throughout
much of the world.

The fiscal year 1998 budget request also recognizes that U.S. demand for clean-
burning natural gas could increase significantly in the next decade, particularly in
the electric power generation market. The proposed budget would maintain a major
effort to ensure that adequate and affordable gas supplies can continue to be pro-
duced to meet this rising demand. New exploration and production technologies,
such as innovative imaging and improved fracturing techniques, will help the U.S.
expand its natural gas production by several trillion cubic feet over the next 5-10
years, particularly from difficult, low-permeability formations that are currently be-
yond the capabilities of today’s technology.

The fiscal year 1998 request for Fossil Energy Research and Development is
$346.4 million, which is a five percent reduction from the fiscal year 1997 level. This
is because many of the Department’s supported gas and coal-fueled power systems
are entering their final phase of development this fiscal year and will be available
to meet market demand close to the turn of the century. We plan to redirect our
program to focus on advanced, high payoff research and development. The proposed
budget retains a commitment to technology advancement and, in most cases, is
highly leveraged by joint partnerships with the private sector. This budget was de-
veloped to address the following strategic objectives:

Develop the Clean, High Efficiency Power Plant for the 21st Century.—The goal
is to provide the nation’s electric power industry, between 2000 and 2010, with a
new generation of natural gas and coal power technologies that progressively lower
CO; emissions 30 to 50 percent, reduce SO, and NOx emissions to as little as 1/
10th the levels mandated by current federal standards, and produce electricity at
costs 10 to 20 percent below today’s conventional plants.

This request includes $66.3 million for Advanced Clean/Efficient Power Systems
under the Coal program. This funding will focus on developing progressively higher
efficiency systems that emit significantly less CO, than current systems, and exceed
environmental compliance requirements through processes that prevent, rather than
control, pollutant emissions. In fiscal year 1998, $5.5 million is proposed for the Ad-
vanced Pulverized Coal-Fired Power Plant program, which will stretch out the De-
partment’s schedule, and require the down selection of contractors to a lead devel-
oper.
Also included is $31.4 million for continuation of the Advanced Turbine Systems
Program which also will stretch out the Department’s schedule and require selection
of a lead developer.

Boost the Nation’s Production of Natural Gas and Oil.—Through the development
and application of advanced energy technologies, the Department’s goal is to im-
prove the capability of the nation’s petroleum industry to produce additional sup-
plies of secure, clean domestic natural gas and oil, helping to increase U.S. oil pro-
duction by an average of 0.5 million barrels per day and gas production by 3.7 tril-
lion cubic feet per year by 2010.
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The budget includes $25.3 million for the supply portion of the gas budget to con-
tinue to focus on advanced drilling; completion, stimulation, and reservoir character-
ization technology and resource assessment methodology; storage technologies and
engineering techniques; upgrading of low-BTU gas; conversion of natural gas to
clean liquid transportation fuels and feedstocks; and environmental research and
analysis.

The request for petroleum activities is $52.2 million, a 14 percent increase from
the fiscal year 1997 level of $45.9 million. This increase will support Exploration
and Production Supporting and Environmental Research to achieve improvements
in locating, processing and delivery of oil and gas resources in a more environ-
mentally sensitive manner. The Supporting Research program includes the develop-
ment of advanced technologies for exploration, drilling, reservoir characterization,
and extraction.

Provide a New Option to Supplement the Nation’s Liquid Fuels.—The goal is to
provide the nation, by 2005, with an alternative source of liquid fuels, costing $25
per barrel or less, that can be produced from coal and solid wastes.

This request includes $15.8 million for the Advanced Clean Fuels program which
demonstrates advanced concepts for the clean production of coal-based transpor-
tation fuels, chemicals and other high value products that can compete with petro-
leum products.

STRATEGIC PETROLEUM RESERVE

Maintenance of the Strategic Petroleum Reserve is a key component of our na-
tional energy security policy. No sale of oil is proposed for this fiscal year. At the
proposed level of $209 million, the program will maintain operational readiness and
facilities maintenance, continue the Drawdown Readiness Program, conduct annual
exercises, and continue the environment, safety and health program. The Depart-
ment will continue its plan to degasify hot and gassy oil in the Strategic Petroleum
Reserve. As is, this oil is currently unusable and presents potential safety concerns.
In fiscal year 1998, the program will degasify 39 million barrels of gassy oil at Big
Hill, Texas, thereby restoring capacity to the ready reserves. In addition, efforts to
stabilize Weeks Island will continue as will the Life Extension Program, which will
be completed in fiscal year 2000.

CLEAN COAL TECHNOLOGY

In fiscal year 1998, the Department continues current policy and does not propose
to start any new domestic Clean Coal Technology projects. Funds available from
canceled and restructured projects enable the Department to propose a rescission of
$153 million in fiscal year 1998. In addition, the Department proposes to defer the
use of $133 million which otherwise would have been available until fiscal year
1999. The Department has signed cost-sharing commitments for all projects in the
program, and balances available from previous restructuring and cancellation en-
able a portion of the previously appropriated funds to be returned to the Treasury
without endangering the success of this program.

NAVAL PETROLEUM RESERVES AND OIL SHALE RESERVES

The fiscal year 1998 budget request for the Naval Petroleum and Oil Shale Re-
serves of $117 million provides for continued operation of the reserves until their
sale and asset transfer is completed. The National Defense Authorization Act of fis-
cal year 1996, Public Law 104-106, requires the sale of Elk Hills, Reserve No. 1,
located in Bakersfield, California no later than February 10, 1998. Based on this
schedule, the budget request provides funding for seven and one-half months of op-
erations for NPR-1, including a transition period and full year funding for NPR-
3 and the Naval Oil Shale Reserves. Available current and prior year funds will be
invested in the current year to conduct sale activities.

The Department is on track for completion of the Elk Hills sale as set forth by
statute. Sufficient safeguards have been put into place to ensure that Elk Hills will
not be sold unless the Government receives maximum value for the field. The stat-
ute requires the Department to hire five experts in the valuation of oil and gas
fields to assess the value of Elk Hills under continued Government ownership. The
Department may not sell Elk Hills for an amount less than the higher of the aver-
age of the five assessments, or the average of the middle three assessments (exclud-
ing the high and low assessments).
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ENERGY INFORMATION ADMINISTRATION

The fiscal year 1998 request for the EIA totals $67.8 million, comprised of $62.8
million in direct appropriations and $5 million in activities coordinated through the
Office of Energy Efficiency and Renewable Energy. This level of funding will con-
tinue to support the data and analysis requirements of EIA’s wide variety of cus-
tomers with a streamlined portfolio of products in comparison to prior years.

In fiscal year 1998, EIA estimates that it will produce approximately 240 reports
and analyses covering a wide variety of energy issues. The office anticipates the
need to address approximately 300,000 inquiries and requests for energy informa-
tion in fiscal year 1998 alone. The most significant change to EIA’s core activities
in the fiscal year 1998 request is the proposed addition of analysis and data collec-
tion in response to electric industry restructuring. Several changes are also proposed
which will significantly alter the depth and scope of EIA’s traditional programs by
fiscal year 1998. These include: elimination or scale back of several publications;
elimination or reduced frequency of data collections; elimination of the in-house
mainframe computer; and release of the Residential Energy Consumption Survey on
a quadrennial, rather than triennial basis. The funding proposed as an appropria-
tion from the Office of Energy Efficiency and Renewable Energy will support the
core EIA data and modeling activities needed to support energy efficiency program
needs and measure program results.

OFFICE OF HEARINGS AND APPEALS

The Department requests level funding of $2.7 million to continue to process and
resolve applications for refund requests and other petroleum overcharge activities
required under the Emergency Petroleum Allocation Act of 1973. The request will
support personnel compensation and benefits, travel expenses, and support services
within the Department’s Working Capital Fund for rent, supplies, printing, and in-
formation technology.

A BALANCED PORTFOLIO

The Department’s fiscal year 1998 budget request represents a balanced portfolio
of investments in energy technologies required for the nation’s advancement into the
21st century. This budget request stays on course to ensure that America’s future
includes sufficient supplies of energy needed to fuel a growing economy without sac-
rificing environmental quality. Now is the time to maintain the government’s invest-
ment in energy technologies and finally deliver the benefits of these long-term ef-
forts to the American people. These investments are critical, now more than ever.

B10GRAPHICAL SKETCH OF HON. FEDERICO F. PENA

Federico F. Pena, the 12th U.S. Secretary of Transportation, compiled an out-
standing record of increasing the global competitiveness of the transportation indus-
try, improving the safety of travel, and streamlining the Department of Transpor-
tation, while investing more in America’s infrastructure than any Secretary in his-
tory.

In the area of global competitiveness, the transportation sector is the healthiest
it has been in decades; 500,000 of the 10 million jobs created since President Clinton
took office are in transportation services.

Secretary Pena helped revitalize the U.S. airline industry and signed aviation
agreements with 40 nations opening lucrative markets for American airlines and
cargo carriers and promoted easier travel for Americans and tourists to the U.S. At
the President’s request, he conducted commercial diplomacy efforts around the
world, and he was credited with helping American businesses sell billions of dollars
in exports to Asia and the Middle East. He also orchestrated for President Clinton
the revitalization of shipbuilding, leading to the sale of the first American-made
large vessels to foreign countries in 38 years.

He was responsible for bringing airline consumers the same level of safety for all
flights—from jumbo jets to a 10-seater, and he spurred the truck, bus, and rail in-
dustries to promote safety.

As for streamlining the Department of Transportation, Secretary Pefia downsized
the work force by 11,000 positions, while upsizing investments in America’s infra-
structure by 10 percent. He rewrote the rule book on financing highway projects,
which encouraged private financing and sped up construction of more than 75
projects by 2 or 3 years at no cost to the Federal taxpayer.
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He also led the way for cities to use new technologies to manage traffic congestion
and set a national goal to cut American’s commute time by 15 percent in a decade;
and he emphasized consumer protection, by improving an auto safety hotline and
ensuring proper airline ticketing and advertising practices.

As the Service Secretary for the U.S. Coast Guard, he provided leadership for the
nation’s fifth armed service to save lives and protect our environment. On his watch,
the Coast Guard rescued 56,000 Haitian and Cuban boat people, and fought dev-
astating floods and hurricanes.

From 1983-91, he was Mayor of Denver leading an urban and economic renais-
sance, reversing Denver’s mid-1980’s decline through a series of bold initiatives.
Most notably, he won approval for the construction of one of the largest and most
technologically advanced airports in the world, Denver International, which, as Sec-
retary of Transportation, he dedicated in February 1995.

Pena also has served as a Colorado legislator and a civil rights lawyer.

He has received many honors. In 1995, he was named Father of the Year by the
National Father’s Day Committee. In 1994, the American Subcontractors Associa-
tion of Colorado named him Man of the Year, and he received the Sefnor
Internacional Award from LULAC Council 12, the American Heritage Award from
the Mountain State Anti-Defamation League, the National Leadership and Service
Award from the Travelers Aid Society of Washington, and the Person of the Year
Award from the American Association of Port Authorities.

Secretary Pena did his undergraduate work at the University of Texas, where he
also received his law degree. Florida International University awarded him an Hon-
orary Doctor of Public Service degree in 1995.

Born in Laredo, Texas, in 1947, Secretary Pena is the third of six children of a
cotton broker. He and his wife, world-class marathon runner and attorney Ellen
Hart Pena, live with their two children in Alexandria, VA.

BIOGRAPHICAL SKETCH OF ROBERT S. KRIPOWICZ

Robert S. Kripowicz was appointed U.S. DOE Principal Deputy Assistant Sec-
retary for Fossil Energy on March 4, 1996. As Principal Deputy Assistant Secretary
he is assisting the Assistant Secretary for Fossil Energy with the internal develop-
ment of a working budget and the external negotiations with appropriators in Con-
gress. Mr. Kripowicz will also help the Assistant Secretary with strategic planning.
One of his main duties will be to build a unified focus for the Fossil Energy coal,
oil and natural gas programs for the long term.

Mr. Kripowicz previously was appointed Acting Deputy Assistant Secretary for
House Liaison in April 1995. As House Liaison he was responsible for coordinating
all interactions with members and staff of the House of Representatives on depart-
mental programs. He was also responsible for establishing legislative and budget
strategies and for coordination of hearings, floor, and conference action on all legis-
lation in the House affecting the Department.

Previously, he was appointed Deputy Assistant Secretary for Building Tech-
nologies in January 1995. The Office of Building Technologies, within the Office of
Energy Efficiency and Renewable Energy, is responsible for Department of Energy’s
(DOE) programs to increase the energy efficiency of the nations’s residential and
commercial heating and cooling systems; solar systems; high efficiency lighting, win-
dows, and equipment; and advanced building materials.

Prior to joining DOE, Mr. Kripowicz was on the staff of the House Interior and
Related Agencies Subcommittee of the Committee on Appropriations. He was re-
sponsible for appropriations for DOE programs in energy efficiency, fossil energy,
clean coal technology, and Strategic and Naval Petroleum Reserve activities, as well
as Interior Department energy, scientific, and land management programs. He also
served as Staff Director of the House Energy Subcommittee of the Committee on
Science and Technology, responsible for energy efficiency, renewables, fossil energy,
high energy and nuclear physics, and basic science programs at DOE.

Mr. Kripowicz began his government career in the early 1970’s in program analy-
sis and budgeting activities at the Atomic Energy and Nuclear Energy Commissions
and the Energy Research and Development Administration.

In the private sector, Mr. Kripowicz managed research and development programs
at Mechanical Technology Inc.; construction contracts for Consolidated Edison of
New York; and financial planning and budgeting at NUMEC, a nuclear subsidiary
of ARCO, and was a chemist for Dupont. He also served as an officer in the United
States Army. Mr. Kripowicz received his B.S. in chemistry (cum laude) from Lafay-
ette College in 1963, and his M.B.A. from the University of Pittsburgh in 1970. A
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native of Butler, Pennsylvania, Mr. Kripowicz currently resides in Silver Spring,
Maryland.

BIOGRAPHICAL SKETCH OF JOSEPH ROMM

Dr. Joseph Romm was named Acting Principal Deputy Assistant Secretary for En-
ergy Efficiency and Renewable Energy in August 1995. In this capacity, Romm
helps the Assistant Secretary, Christine Ervin, manage the $800 million portfolio
of research, development, and deployment of clean industrial, transportation, build-
ing, and utility technologies. He is co-author, with Deputy Secretary Charles Curtis,
of the April 1996 Atlantic Monthly cover story, “Mideast Oil Forever.”

From July 1993 to July 1995, Romm was special assistant for policy and planning
to the Deputy Secretary of the U.S. Department of Energy, where he advised the
Deputy on energy efficiency, renewable energy, pollution prevention, and industrial
competitiveness. He served as the Executive Director of the Department’s Pollution
Prevention and Waste Minimization Executive Board, which works to minimize the
Department’s own waste stream and to coordinate its pollution prevention R&D.

Romm is author of the recent book Lean and Clean Management: How to Increase
Profits and Productivity by Reducing Pollution (Kodansha, 1994), a “how to” book
for companies that want to improve their energy and environmental performance.
The book documents two dozen case studies of companies that have increased pro-
ductivity through energy-efficient building and office design, industrial energy effi-
ciency, of pollution prevention.

From mid-1991 to mid-1993, Romm worked with Amory Lovins at Rocky Moun-
tain Institute. Romm holds a Ph.D., in physics from M.L.T., and has written about
pollution prevention and manufacturing for Forbes, Technology Review, Foreign Af-
fairs, Industrial, the New York Times, and USA Today.

BIOGRAPHICAL SKETCH OF ELIZABETH E. SMEDLEY

Elizabeth E. Smedley was appointed Controller for the U.S. Department of Energy
(DOE) on September 6, 1985 and named Acting Chief Financial Officer (CFO) when
the Department established a CFO organization in August 1991. She served in that
capacity until DOE’s first Presidentially appointed, Senate confirmed CFO, Joseph
F. Vivona, was sworn in on July 25, 1994. She was again named Acting CFO on
January 17, 1997. As Acting CFO she manages the Department’s budget and ac-
counting operations which total over $20 billion in resources annually, as well as
in the development of financial policy and for conducting a compliance review pro-
gram which ensures that proper financial procedures are followed by Headquarters
and field offices.

Mrs. Smedley has been with DOE since December 30, 1979, serving first as the
Director of the Office of Financial Policy, and then as Deputy Director, Office of
Budget. She served as the Agency Budget Officer from June 1981 until June 1983,
and most recently, as Assistant Controller for Budget, Policy and Compliance.

Prior to her assignment to DOE, Mrs. Smedley spent four and one-half years as
Head of the Operating Forces Branch within the Office of the Comptroller of the
Navy. In this position, she was responsible for formulation, defense and execution
of the portion of the Navy Budget which provided operating funds for the Atlantic
and Pacific fleets. From 1964 to 1975, she served in positions of increasing respon-
sibility with the Public Health Service, Department of the Army, Defense Commu-
nications Agency, and Department of Navy.

In recognition of her work at DOE, Mrs. Smedley received the rank of Distin-
guished Executive in the Senior Executive Service in 1982; the DOE Meritorious
Service Award in 1984 and 1990; the rank of Meritorious Executive in the Senior
Executive Service in 1988; the Secretary’s Award in January 1989; the Donald L.
Scantlebury Memorial Award in 1989; and the Superior Performance Award in
1989, 1990, 1991 and 1992.

Mrs. Smedley received a Bachelor of Arts degree in International Relations from
Goucher College in 1964 and did graduate work in Business and Public Administra-
tion at George Washington University. She has been active in community affairs,
and from 1969 to 1973, served in a part-time elected capacity as Councilwoman for
the city of Bowie, Maryland.

Born in Baltimore, Maryland on November 9, 1943, Mrs. Smedley currently re-
sides in Boonsboro, Maryland. She is married to Jerry Morgan Smedley of
Mishawaka, Indiana. They have four children: John, Jeremy, James, and Jennifer.
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ROCKY FLATS

Senator CAMPBELL. Thank you. Let me come back to Rocky Flats
for a minute, but based on your testimony, I think as you men-
tioned, the dependency we are now facing in getting up to 60 per-
cent I believe is the figure you mentioned, it really is unacceptable
to me, too.

You focused on production of natural gas, alternative fuels, effi-
ciency, and so on. I commend you for that. I think that’s all great.

NAVAL PETROLEUM AND OIL SHALE RESERVES

One thing I did want to deal with a little bit is the study that
was due from the Department of Energy. I know you did not have
anything to do with it, you were not there, but we did request a
study sometime ago, and it was supposed to be delivered to us last
summer on the Naval petroleum and oil shale reserves.

We have yet to get it, and yet we have seen some press releases
and copies of memorandums that were released to the press that
said that that had been done sometime ago. I was wondering if you
know why we had not got it yet.

Secretary PENA. Mr. Chairman, I am aware generally of the
problem. It is not completed, and I understand that staff has had
conversations with others about the delay, and it is my under-
standing that the report will be finished in a very timely fashion,
I hope in the next few months.

Mr. Kripowicz. Actually by the end of March.

Secretary PENA. The end of this month hopefully.

Senator CAMPBELL. The end of March? OK. I would appreciate if
you would focus on that and make sure we get one.

Secretary PENA. We will. We think it’s very important and we
want to comply with the requirements.

Senator CAMPBELL. It is also my understanding that the Depart-
ment plans on introducing some legislation disposing of the oil
shale reserves. I would draw your attention to a bill that I intro-
duced that I will probably be reintroducing that would transfer the
authority from Department of Energy to the Department of Interior
to lease the natural gas that may measure in the trillions of cubic
feet under the oil reserves.

We did not really get anywhere in the 104th with that bill, but
we are going to try to move that this time with your input.

My question really is, first of all, is the administration going to
introduce some legislation to sell the oil shale reserves or part of
it?

Secretary PENA. Mr. Chairman, I do not believe we are yet at the
stage of proposing legislation for the specific purpose of leasing or
selling the oil shale reserves. However, we are very aware of the
issues you have raised in this regard.

The Department has had preliminary conversations with the De-
partment of Interior pursuant to the suggestion you raised, I be-
lieve, last year about how one might go about looking at either, if
not sell, a lease of the minerals in that part of the reserve. We're
going to continue those conversations.

I believe that by bringing in some independent experts we can
get better judgment about that. In the context of an overall report
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that the Department will be providing to the Congress I think in
September of this year dealing with the whole naval petroleum re-
serve and other reserves, I think we’ll be able to comment much
more specifically about the direction we’re going to head in, but I
would be pleased to work with you on that. I know it’s a high inter-
est of yours to determine how we can best approach that particular
problem.

Senator CAMPBELL. I know we are catching you a little bit flat-
footed, but I was wondering if there had been any dialog with the
environmental community. I was worried about wildlife, the ranch-
ers that have grazing permits in that area and a number of other
things, but I assume you will be taking all those into consideration
and visiting with them at least before we——

Secretary PENA. That is correct, Mr. Chairman, and there are
some concerns that have been raised, particularly about subsurface
treatment. Of course, we do have some issues we are raising with
the Department of Interior. Again, we hope to resolve those. Now
that I'm official I can have those conversations with my good friend
Bruce Babbitt to see how we can address this issue.

NATIONAL RENEWABLE ENERGY LAB

Senator CAMPBELL. Thank you. In addition, you know that the
National Renewable Energy Lab is very important in our State, in
fact very important to the Nation. They have done just some mar-
velous research there. I visited two or three times and was really
impressed with some of the new technology that they are develop-
ing. Could you perhaps explain a little more in detail about the
funding for the National Energy Resource Lab or perhaps your col-
leagues can.

Secretary PENA. Let me start, Mr. Chairman. I guess fortunately
I'm also familiar with that very important lab since it’s in Colo-
rado, and I remember the very fine work it has done over the
years, as you have, and I look forward to perhaps taking some time
to visit again with you when you have some time and we can both
be there together. That’s a very high priority lab for us. We want
to continue to be supportive in terms of funding. As far as I know
our funding is in good shape. Let me ask Mr. Romm if he wants
to add to that.

Senator CAMPBELL. Would you identify yourself for the record.

Mr. RomM. Sure. Dr. Joseph Romm, the principal Deputy Assist-
ant Secretary for Energy Efficiency and Renewable Energy at the
Department.

Yes; we have requested in the energy and water account, roughly
a $70 to $80 million increase in renewable energy technologies over
fiscal year 1997. Much of this is either done at the National Re-
newable Energy Lab or passes through, and they help manage
that, so a pretty significant increase in renewable energy funding.

Senator CAMPBELL. Thank you. Senator Byrd, do you have some
comments or questions, please?

FOSSIL ENERGY

Senator BYRD. Thank you, Mr. Chairman. Mr. Secretary, I join
with others in congratulating you on your new assignment and
wishing you well.
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The use of energy in so many facets of the daily routines of the
American public has a huge impact on the U.S. economy. The En-
ergy Information Administration estimates that end users of en-
ergy spend $560 billion per year in the United States. Thus our en-
ergy security has a direct bearing on our economic and national se-
curity. These factors, when coupled with the environmental con-
cerns associated with energy use, are at the root of the programs
that are supported by the DOE budget.

Is it accurate that fossil fuels are the dominant source of energy
in the United States and are projected to remain so in the foresee-
able future?

Secretary PENA. That is correct, Senator Byrd.

Senator BYRD. Would you agree that based on the Department’s
own projections there remains a very important role for fossil fuels
and particularly for coal in meeting our energy requirements for
the future?

Secretary PENA. We agree with that statement. I personally
agree with that statement, Senator, and that’s why we’re very sup-
portive of the Clean Coal Program in particular.

Senator BYRD. How will the program investments in the fossil
energy budget help us to continue to meet the demand for energy
in this country?

Secretary PENA. Senator, in a number of ways. First of all, as I
stated in my testimony, we will continue to be supportive of the
Clean Coal Technology Program, which is a demonstrated success.
We believe the efficiencies we have already demonstrated in that
program where we have 40 individual projects, 20 of which have
been completed, 20 which are now either in construction design or
in operation are all, we think, going to have the potential for in-
creasing the viability of the use of clean coal in the future. It is a
very important part of that strategy.

The remainder of the investment we are making in other clean
energy programs will do the same in other technologies. We believe
that given what we are observing in the private sector, which is a
decrease in the amount of investment for research and develop-
ment, that as a matter of national policy, we as a government, as
an American people need to make a decision about how much more
we want to ensure that research and development, particularly in
the long term, in this very important area, continues to be a high
priority, so that we are not left behind, particularly compared to
our competitors in Germany and Japan, which are making, at least
compared to GDP, higher if not comparable investments in this
kind of research and development.

It is my judgment that we need to continue to make this re-
search and development investment. It is good for the country. It
sustains a very important public policy, and given the conversa-
tions we had this morning about the need to establish an energy
independent strategy for our country, this is a very important part
of that strategy.

Senator BYRD. I am glad to hear you say that, Mr. Secretary. 1
am concerned about the impact that the proposed fiscal year 1998
funding levels for fossil energy will have on our ability to complete
development of some of the major technologies in a timely manner.
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What makes this a particular concern is that increased funding is
proposed in other areas of the Department of Energy budget.

One of the largest programmatic increases requested for fiscal
year 1998 is for the energy efficiency programs within the Interior
bill which are proposed to grow by nearly 25 percent above the fis-
cal year 1997 level.

RENEWABLE ENERGY—USE AND FUTURE PROJECTIONS

How much of our current energy use is from renewable sources
and what are the future projections?

Secretary PENA. Senator, I would be happy to get you the specific
estimates of what our current renewable energy use is and what
our projections are. Let me generally state and agree that they are
not at the levels that we would like them to be.

[The information follows:]

RENEWABLE ENERGY—USE AND FUTURE PROJECTIONS

Current U.S. renewable energy capability is over 93 gigawatts. Nearly 85 percent
of that is conventional hydropower. Future use of renewables is dependent on eco-
nomic growth, rate of technology introduction, the price of oil and other factors af-
fecting market penetration of nonhydro renewables. Minimally we expect the 15
gigawatts of nonhydro renewable capacity to at least double by 2015. In the Office
of Energy Efficiency and Renewable Energy’s aggressive technology and market pen-
etration approach we expect installed capacity of more than 30 gigawatts and as
high as 40 gigawatts 5 years sooner, by 2010. In most every scenario, nonhydro re-
newables are expected to comprise virtually all the domestic growth in the utility
sector’s use of renewables. As a point of reference, Royal Dutch Shell Oil Co.’s stra-
tegic planning group’s growth scenario expects the world’s renewable use to increase
on the order of fivefold by 2015.

DECREASE IN DOMESTIC PRODUCTION OF OIL

Secretary PENA. However, we fundamentally have two problems
we must face. One is the fact that we are seeing a decrease in do-
mestic production of oil in particular, and that slope continues to
go down, and second, we continue to see a very significant increase
in consumption of energy.

If we do nothing and allow those two trends to continue over the
next 10 or 15 years, we are going to be even more energy insecure.
So our approach in the budget we have submitted is to deal with
both, the production side and the consumption side.

We address the consumption side by our increased investment in
energy efficiency. We can detail that with more specificity, and by
continuing to work on the production side.

I stated several weeks ago in one of my confirmation hearings
that one of my priorities will be to establish a credible and specific
strategy on the production side to find a way, if at all possible,
however difficult it might be, to get us to a position of becoming
more energy independent, and that includes having timetables and
targets and measurements and evaluation of our progress over a
period of years. It will be a combination of both consumption and
production strategies which I think we as a nation need now rather
than waiting for the next century when we have a real crisis.
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ENERGY EFFICIENCY AND RENEWABLE ENERGY

Senator BYRD. What funding is proposed in the fiscal year 1998
budget in total for efficiency and renewable energy research and
development?

Secretary PENA. In the area of energy efficiency, approximately
$517 million for research and development. I'm sorry, Senator, the
first part of your question was?

Senator BYRD. What funding is proposed in total for efficiency
and renewable energy research and development?

Secretary PENA. The total amount, Senator Byrd, is a little over
$1 billion, $1.017.4 billion in total.

Senator BYRD. For energy efficiency and renewable energy pro-
grams. So the budget proposes to spend about $1 billion on pro-
grams that account for about 8 percent of our energy use. We are
talking here about the nonnuclear, nonfossil sources; $1 billion on
programs that account for about 8 percent of our energy use and
about $350 million for programs that account for 85 percent of our
energy consumption, we're talking there about fossil fuel. Now, to
me that seems out of balance. What is your perspective?

Secretary PENA. Senator, I think we may have a misunderstand-
ing of how you have reached your particular calculation, and we
would be happy to sit down with you to have a better understand-
ing of what we are trying to compare. Mr. Romm is indicating to
me that there may be a different way in which we’re characterizing
that, and if I may ask him to at least share with you the way we’re
looking at that particular question, let’s try to answer it for you.

Mr. RomM. Senator Byrd, the efficiency and renewables budget
does not all go toward renewable energy, which constitutes, as you
know, just a few percent of the Nation’s energy supply. Most of the
$1 billion goes toward the efficient use of energy, most of which is
fossil fuels, if you see what I'm saying.

We work on automobiles that run on gasoline more efficiently, we
work on gas turbines that industry might use, and we support
technologies that would use electricity more efficiently. I would say
the bulk of the technologies in the efficiency side which the Interior
Committee supports are, in fact, for the efficient use of fossil en-
ergy, and, therefore, I don’t think it’s correct to characterize our $1
billion as going toward supporting technologies that just constitute
a few percent of the Nation’s energy supply.

Senator BYRD. What type of reductions in our use of fossil fuels
does the Department anticipate as a result of the energy efficiency
improvements? What do you think will result from the energy effi-
ciency improvements with respect to the kinds of reductions in the
use of fossil fuels that will come about?

Secretary PENA. Senator, let me, if I might, come back and an-
swer that question more specifically, and let me give you a general
answer now. One of the questions that I have been asking as the
new Secretary of Energy is this: As we make multimillion dollar in-
vestments in these strategies, I believe it is incumbent upon us to
give you and the American people a much more specific answer on
what we are producing, what is the product of these investments.

The question you’re asking is one that I have been asking, too,
and so let me at least today ask that I come back to you with a
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much more specific answer to that question. It is a very important
question, one that I need to refine with my colleagues at the De-
partment of Energy.

FEDERAL ENERGY TECHNOLOGY CENTER CONSOLIDATION

Senator BYRD. Very well. In response to—let us talk just briefly
about Morgantown, the Federal Energy Technology Center. In re-
sponse to declining budgets and pressures for changes in the way
that the DOE does business, last year Congress and the adminis-
tration reached an agreement regarding changes in the Fossil En-
ergy Program. As a result of this the Morgantown and the Pitts-
burgh Energy Technology Centers are being consolidated as one ad-
ministrative organization with two sites, two locations.

This new entity is being called FETC, F-E-T-C, the Federal En-
ergy Technology Center [FETC]. Could you state for the record,
now, what is the status of the consolidation, what major hurdles
have been cleared, and what are the next big issues to be ad-
dressed?

Secretary PENA. Senator, generally speaking, the consolidation is
moving on a timely path and is meeting its objectives. We believe
that with the consolidation we’ll be able to reduce both our admin-
istrative overhead and some of the cost of duplicative contracting
services at both facilities.

We have some money in the budget for 1998 to make sure we
have a smooth transition so that we will avoid any major disrup-
tions, as we have discussed before. We know that there may be
some concerns that in the event we don’t meet our milestones,
there may be some problems.

We will watch that very carefully and obviously work with you
because of your great concern there and make sure that we meet
those milestones. As of today I've been informed that we are on tar-
get, the program and the consolidation are moving smoothly, and
we expect to meet the milestones that we set out in the consolida-
tion to begin with.

Senator BYRD. Would you agree that we need to remain flexible
in terms of providing FETC the resources necessary to chart its
new course in a manner that is as minimally disruptive as possible
to the two sites?

Secretary PENA. Yes; I would, Senator. Again, we think that the
money we have in the budget for this year to reach our goal of the
consolidation is the appropriate amount. However, as we go
through this process, if we determine that for some reason we're
not meeting our goals and there needs to be an adjustment, we will
obviously take appropriate action and work with you on that mat-
ter.

FEDERAL ENERGY TECHNOLOGY PROGRAM DIRECTION

Senator BYRD. I appreciate that very much, Mr. Secretary. The
budget proposes a reduction of $6.2 million in fiscal year 1998 for
the FETC program direction budget, and I hope you will keep me
fully apprised as to whether the remaining funding will be suffi-
cient to allow the consolidation to proceed in an orderly way. You
have indicated already that that is what you expect to do, but we
will talk about it and work together on it.
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Secretary PENA. We will do that, Senator.

Senator BYRD. I would like to touch on one other program area
that is important to the Federal Energy Technology Center. How
much time do I have left?

Senator CAMPBELL. We haven’t been timing it, Senator, but we
might—I don’t know how long Senator Domenici can stay, but we
milgl}llc;c go to him and come back to you depending on how long you
will be.

Senator DOMENICI. That is all right, Senator. Thank you.

Senator CAMPBELL. All right.

ENVIRONMENTAL MANAGEMENT PROGRAM AT MORGANTOWN

Senator BYRD. I would like to touch on one other program. That
is with respect to environmental management and the technology
development program. While funding comes from the Energy and
Water appropriations bill, which is chaired by the distinguished
Senator from New Mexico, Mr. Domenici, the environmental man-
agement program plays a strong role in helping FETC to have a
diverse portfolio that works for many different clients within the
Department of Energy.

Morgantown currently manages some $85 million annually in en-
vironmental management programs to develop new technologies for
use in the cleanup of environmental contamination resulting from
nuclear weapons production. FETC brings some unique capabilities
to this program—vast experience in implementing projects with in-
dustry and other governmental organizations that involve creative
and complicated contractual arrangements, broad technical and en-
gineering expertise, and an ability to be an objective partner in the
decisionmaking process.

So, given the strengths that FETC can bring to the Environ-
mental Management Program, is this a partnership that the De-
partment will continue to support?

Secretary PENA. Senator, generally speaking, the answer is “yes.”
We think there is an important role in the environmental manage-
ment area and whatever contributions FETC can make, we believe
we can continue to work with the organization.

Senator BYRD. Very well. One of the successes in FETC’s partici-
pation in the Environmental Management Program has been its
use of the capabilities of the International Union of Operating En-
gineers Hazardous Materials Center in Beckley, WV. How has this
partnership benefited the environmental management program?

Secretary PENA. Senator, I'm going to have to turn to my associ-
ates here. I'm not familiar with that particular relationship. Let me
ask Mr. Kripowicz to talk about that.

Mr. Kripowicz. Bob Kripowicz. The particular contract looks at
human factors, engineering, and hazardous waste operations, and
we find that to be very valuable to the cleanup of our nuclear sites
that have contamination problems, and that has been a very suc-
cessful operation with the operating engineers.

Senator BYRD. It is because of the people’s concerns about the
safety issues that are associated with handling contaminated mate-
rials. I am glad to hear that you feel that the center has been help-
ful in addressing the end user issues associated with the Environ-
mental Management Program.
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Well, I close, Mr. Secretary, by thanking you for your testimony,
and I look forward to working with you in support of programs that
will contribute to the continued use of coal through more efficient
power generation systems and improved environmental perform-
ance.

The Federal Energy Technology Center plays a key role in foster-
ing these technologies. The facility in Morgantown employs some
550 persons, so I will stand ever vigilant to protect its role in pro-
moting advanced fossil energy technologies. While the fossil energy
budget is a relatively small part of the overall DOE budget, I en-
courage you to take an active role within the administration in de-
fending this program against budget reductions and policy deci-
sions that will jeopardize our ability to prepare for the energy chal-
lenges of the next century.

I am somewhat troubled by indications that the administration
is not fully involving the Department of Energy and its vast exper-
tise when policies and regulations are considered that will have a
considerable impact on the energy producing and consuming as-
pects of our economy.

With respect to the budget, I will be working with Chairman
Gorton to ensure that the subcommittee takes an approach to our
energy research and development programs that is consistent with
where our energy comes from and how we use our energy.

While dollars are constrained, I do not believe that this is the
time for us to abandon our support of the technology development
efforts already underway. We need to complete these programs so
that the technologies will be commercially available in a timely
manner to help us meet multiple goals.

Now, I have additional questions that with your permission, Mr.
Chairman, the permission of the subcommittee, I would like to
have answered for the record.

Senator CAMPBELL. Without objection.

Senator BYRD. Thank you again, Mr. Secretary. I thank your as-
sociates, and I thank Senator Domenici for his characteristic cour-
tesy in allowing me to proceed and thank you, Mr. Chairman.

Senator CAMPBELL. We will now turn to the Senator who has cor-
rected many of our colleagues on the pronunciation of your name.

Senator Domenici.

OPENING REMARKS OF SENATOR DOMENICI

Senator DOMENICI. We did have a good time, Mr. Secretary, the
other day in full session, a lot of people there. Did you hear about
that morning we had in the Energy Committee?

Senator CAMPBELL. He was not there that morning.

Senator DOMENICI. I know, but have you heard about it?

Secretary PENA. Generally I have.

Senator DOMENICI. Well, there was a huge crowd, you know, and
I thought they were all there just because we were going to ap-
prove your nomination. They were there for an electric generating
reform seminar, so we had lobbyists from all over and all these
great Senators called you by your wrong name. So I told them how
to say it. I said it’s very simple, like pen, a fountain pen, with a
y-a, Pena. I think we’re getting it.

Secretary PENA. Thank you very much, Senator.
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Senator DOMENICI. Mr. Secretary, first, I am glad you are here.
I am hopeful that the long wait, with all its pressures have not
been too difficult on you and your family, especially with your wife
being pregnant. I hope she is feeling well and that everything is
going fine.

Secretary PENA. She is, Senator. Thank you for your thoughts.

Senator DOMENICI. Please tell her that for me, will you?

Secretary PENA. I will.

Senator DOMENICI. I am glad Senator Byrd is still here, and I
want to give you, my good friend, an observation about what is
probably not going to happen with the President announcing what
he has about the Consumer Price Index. I believe any chance of
getting a negotiated budget agreement between the Republicans
and the President are finished. I believe

Senator BYRD. Why are you telling me this?

Senator DOMENICI. Well, because I want to tell you what is prob-
ably going to happen. It does not sound too good.

Senator BYRD. Why are you singling me out to be the victim?

INCREASES IN FISCAL YEAR 1998 PRESIDENT’'S BUDGET

Senator DoOMENICI. I think that perhaps you might be able to
carry a message. I note here, Mr. Secretary, the President’s request
in energy conservation, represents a 24-percent increase.

Senator BYRD. I am not a homing pigeon.

Senator DOMENICI. The President’s request for energy conserva-
tion research and development

Senator BYRD. They carry messages.

Senator DOMENICI [continuing]. Represents a 24-percent in-
crease; the transportation sector, a 16-percent increase; industrial
sector, a 19-percent increase. Oh, here is a good one. Federal en-
ergy management, it is not a big account, but it has a 57-percent
increase. Policy management, a 20-percent increase. Well, I have a
whole list, but that is just a smattering.

Let me say to the subcommittee, and I am preaching to the choir
in terms of my good friend the chairman because he understands
as a member of the Budget Committee, that it seems to me we are
left with no alternative other than to freeze discretionary appro-
priations for 5 years, and that probably means that all of these
things we talked about here are gone. Forget about 24 percent in-
creases and 19 and 16, and so on.

A freeze means a freeze. It means no more to spend 1 year than
the next, and spend no more this year than last. It means, Mr.
Chairman, that you have got competing interests, so some have to
go up because they must, which means some have got to go down
even below a freeze.

Now anybody that knows me understands that this is not my de-
sire, but I am going to tell you right now, and I am telling the pub-
lic from this day forward, this President’s budget puts Republicans
in a position where they have no alternative.

The President will not cut entitlement programs. If we touch
them, it will be the end of the world. He has cut Medicare $82 bil-
lion and claims it is $100 billion, and one-half of that is phony. We
have to produce a balanced budget. He is $160 billion off the mark
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on economics in the same period of time, and we are supposed to
produce a budget.

Well, we will do one. Just be patient. We will do one, and I am
guaranteeing you when we are finished, it is not going to be a
pleasant life for the President and all these programs he wants. We
will not be dumb because we will not cut the programs that he
wants to resonate out there with the public. We will increase them.
Let us see where the rest of it goes. Let us see where the Depart-
ment of Commerce goes. I just came from one of the subcommittee
meetings there. It might mean a nice 20 percent cut after you pay
the personnel.

Senator BYRD. I have a suggestion.

Senator DOMENICI. Well, I am finished and I hope you do. I only
have two little questions.

Senator BYRD. My suggestion would be that the President and
the Republicans back off from their proposals to cut taxes at this
time.

Senator DOMENICI. My distinguished friend, let me suggest that
while I am not prepared to tell you that you are right, what I have
just described is the case even if we do not cut taxes because of the
lack of entitlement savings and the desire to get the budget bal-
anced in 5 years. What I have just given you assumes no tax in-
crease.

Senator GORTON [presiding]. No tax cuts.

Senator DOMENICI. Excuse me, no tax cuts. Now, having said
that—and thank you for the thought.

Senator BYRD. Thank you.

SALE OF ELK HILLS

Senator DOMENICI. Now let me ask you about the Elk Hills
Naval Petroleum Reserve. Are you familiar with it?

Secretary PENA. Yes; I am, Senator.

Senator DOMENICI. For many years we have been trying to do
something about this. It is never the right time, but I guess we fi-
nally authorized the sale last year as part of the defense authoriza-
tion bill. Could you tell the committee where are we in this sale?
Is it going to be completed? I think we mandated it in February
1998.

Secretary PENA. That’s correct.

Senator DOMENICI. Could you tell us about that, please.

Secretary PENA. I can, Senator. I've been briefed about this. Gen-
erally speaking, the work we have to do in complying with the con-
gressional requirements for having the sale is moving along. In
particular, we have already hired an outside financial advisor as
required by the statutory guidance. We have hired five independent
experts and will be doing the five independent analyses. These
independent analyses will be used to formulate the minimum price,
which cannot be lower than the higher of the average of the five
or the middle three evaluations.

We are having discussions, as you know, with our partner we
have in this, which is one particular oil company, but we are mov-
ing along with this, and at this point our target is still to comply
with the February target.
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STRATEGIC PETROLEUM RESERVE

Senator DOMENICI. One last question. The President’s budget
proposes to sell $1.145 billion of oil from the strategic petroleum
reserve. Are you aware of that or——

Secretary PENA. Yes; I am, Senator, I think that’s in 2002?

Senator DOMENICI. Right. Now, the way it is structured, that is
a mandatory spending proposal. Are you all familiar with manda-
tory versus discretionary?

Secretary PENA. I am, Senator. I think we are.

Senator DOMENICI. Now it is going to be difficult—the chairman
can speak for himself and look at it perhaps even much more in
depth—but it’s going to be difficult to meet the subcommittee’s
602(b) allocation and continue to fund the DOE programs at the
1997 level which included a $220 million offset from these oil sales.

In your opinion, which would be preferable, selling the $220 mil-
lion of the strategic petroleum reserve to fund its appropriation or
reducing DOE’s other programs by $220 million?

Secretary PENA. Senator, neither. Let me try to answer your
question more specifically.

Senator DOMENICI. I gathered that.

Secretary PENA. No. 1, it is at least my view, and I believe the
administration’s general view, that we not make additional sales
from the strategic petroleum reserve. Later on this year, I believe
in October, we will present a report for the Congress on the overall
administration’s position on the reserve. I believe the reserve is
very important. We have only 67 of 90 days of net import equiva-
lent in the reserve today. There have been sales in the reserve.
Some proposed by the administration, some by the Congress.

Senator DOMENICI. Yes.

Secretary PENA. But I think now that the dust has settled from
those sales, and as we all begin to focus on the need to develop an
energy independence strategy, the need for the reserve looms even
greater. So let me respectfully suggest, Senator Domenici, that
while there is the mark in 2002 for the sale of over $1.1 billion in
the reserve, that that is a mark, and it will be my view, at least,
that we have some discussions within the administration about
how we can look to other options other than that mark.

It is a ways out. There is time to make adjustments, and as you
know in this multiyear budget sometimes some of these place
markers are there for a reason, but I think that—I believe we
ought to at least look for other ways of dealing with that kind of
a cut.

Senator DOMENICI. Mr. Chairman, I guess you know I would
agree with that last statement. I do not know how you feel, but,
you know, I think we are perpetrating somewhat of a fraud on the
American people.

We spend all their money telling them we need this big oil re-
serve and we go through all these expenditures and every time we
run into a budget crunch we sell some oil. The world did not
change any. The world is the same old world, oil dependence is
growing.

But that is $1.145 billion more that the President’s budget is off
in the year 2002. It is already off $70 billion, so now we throw this
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one away, that is $71 billion. I mean, everywhere we turn it is one
of these kind of things we find in this budget.

INCREASES IN PRESIDENT’S BUDGET

Since I talked about it, I think I should be fair and say to my
good friend Senator Byrd that it is most interesting, the President’s
budget has the deficit going up $25 billion under a steady-as-you-
go, growing economy next year over this year, $25 billion. I do not
understand how that is deficit reduction.

In fact, deficits do not significantly start down until the fourth
year. So obviously these budgets are full of these increases—16 per-
cent, 20 percent, 12 percent, and so on.

I just came from Commerce. The whole Commerce Department
is up 12.4 percent in the budget. Did you know that, Slade? It is
just a big fat budget. Now we are going to have to change it, and
the President is going to say, I could pay for all that stuff. You are
all bad guys up there.

If T sound a little bit upset with the situation, I am. I am going
to do my share to do what is right. I do not want to cut discre-
tionary spending, but I do not know how else we can do it. Thanks
for the time.

Senator BYRD. Well, we have already cut it to the bone. We have
been cutting it to the bone for years, and I do not know how we
can cut it much more. But I think it is absolutely folly to suggest
that we ought to cut taxes, and I fault both parties for that, the
administration as well as the Republican Party. It is no time to cut
taxes. If we mean business about reducing the deficits, we ought
to put that money on the deficit.

Senator GORTON. Well, Senator Byrd, as Senator Domenici said,
given the situation we are in today, I think you are going to get
your way, but I do not think that is going to solve the problem that
we are going to face in this subcommittee.

First, Secretary Pena and Senator Byrd, I want to apologize for
being late to my own wedding here, as it were, my own committee
meeting. Only the importance I ascribe to the debate on the floor
to emasculate the first amendment could have kept me away. Sen-
ator Domenici was there and knows the reason that I was there.

But I do want to welcome you to this job publicly, as I have pri-
vately, and express my delight that you are finally in office. This
I guess is your first public appearance, is it not, since you have
been sworn in?

Secretary PENA. That’s correct, Mr. Chairman.

Senator GORTON. Well, I find that to be delightful, and an honor
to this subcommittee. As I also told you in our private conversation
yesterday, this subcommittee has been a matter of real gratifi-
cation to me as chairman, in large part because of the wonderful
education and support that I have gotten from Senator Byrd, who
is the repository of so much that is great about the history of our
entire Senate and the way in which we operate here. I hope that
this year we'’re going to continue to work together, even under very,
very difficult circumstances.

I'm not sure whether the materials that we gave you have in it
thii colored chart. Well, if it doesn’t, we'll give it to you. When I
took——
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Secretary PENA. Mr. Chairman, I was not provided any mate-
rials.

ALLOCATION TO SUBCOMMITTEE

Senator GORTON. OK. Well, when I took over this subcommittee,
because I didn’t understand an awful lot of it and because I
thought pictures were so significant, I started putting together col-
ored charts like this that show the overall appropriation allocation
to this committee and where it goes, just so that we can under-
stand it conceptually.

Here you are, way down here in the orange for energy programs.
Obviously the largest single use for our money is the various land
management agencies—the Park Service, the Forest Service, and
the Bureau of Land Management and the like—the heritage of the
American people, and a field in which there is huge public interest,
most particularly in the National Park Service.

The second area is the unique responsibility that Congress and
every administration has for Indian programs. And then we get to
science programs, your own, finally even smaller than yours, cul-
tural programs, which I know my two colleagues here agree with
me create much more in the way of correspondence and calls from
our constituents than is warranted by the absolute size of each of
those appropriations. But because they have so much to do with
the culture and the heritage of this country, they are very, very im-
portant, and that puts you in a tough situation.

Your programs probably have smaller constituencies from the
point of view of the general public than any of the other major or
significant programs subject to the jurisdiction of this subcommit-
tee.

That’s not for 1 minute to say that they’re less important. I am
convinced that a large number of them are of vital importance to
the future of the country, but it does impose on you a set of chal-
lenges in dealing with Members of Congress in both Houses that’s
perhaps greater than the other Secretaries or administrators of
these other programs.

Second, I must, with great regret, join my colleague, Senator Do-
menici, in saying that I think the failure of the abortive but very
sincere negotiations over an overall budget that result in an admin-
istration that does not want to make any significant changes in en-
titlement programs is likely, ultimately, to brutalize the discre-
tionary appropriations process in general terms and very specifi-
cally in terms of this subcommittee.

I want to say across party lines that I agree totally with Senator
Byrd on the proposition that budget cuts over the course of the last
several years have been very disproportionately imposed on discre-
tionary spending, spending that goes to the education of our young
people, to our own direct responsibilities as landowners, to the ad-
vancement of knowledge, to the building of our infrastructure.

In extensive conversations over the last year with Senator Do-
menici, we had agreed that we just had to seek a budget this year
that allowed discretionary spending once again to be able to rise
at least to a modest extent, rather than consistently to be cut.

But it is not realistic to expect a closely divided partisan Con-
gress to take on entitlement programs that the President won’t
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take on or to go through the exercise it went through 2 years ago,
and I deeply fear that that means that the allocation that Senator
Byrd and I will eventually get for this subcommittee will not be at
the level that the President recommended. I would like very much
for it to be so. I might have some different priorities within it, but
I would like very much for it to be so.

And again, as I told you privately and can now say publicly, I'm
not today going to ask you to set priorities or state what you would
cut first. That would be an unwarranted imposition on you.

You’re a member of the Cabinet, you're going to support the
President’s budget, but as we work forward, assuming that we are
going to have to make significant reductions, I want to make them
in the least harmful way that I can. I hope that we will be able
to have your constructive suggestions as we go forward and that
in your own mind, at least, you're going to set a number of prior-
ities that will help us with this very difficult set of questions.

Secretary PENA. Mr. Chairman, if I could just briefly respond.
Absolutely I will work in a very constructive way with you and
members of the subcommittee to prioritize what we need to get
done in the Department.

Having gone through, I think, four of these already in the last
several years, I'm accustomed to the give-and-take of the budget
process, but I've always tried to have a very constructive relation-
ship with the important committees that must make these very dif-
ficult decisions.

So you have my commitment, Mr. Chairman, that we’ll do that
in a very honest and constructive way and tell you what our bot-
tom line is and what our priorities are, and we understand that in
any budget discussion there are going to be adjustments, and we're
happy to work with you on that.

ELECTRICITY DEREGULATION

Senator GORTON. Another of my responsibilities, and now that
Senator Dorgan is here, his as well, in the energy authorizing com-
mittee is the debate over competition and the form of deregulation
in the electric power industry. That isn’t our responsibility, of
course, but in your research and development budget there are a
number of programs that relate to power.

Have you had an opportunity yet or does your budget in any way
reflect any dramatic changes in the way in which electric power is
both produced and distributed in the United States? And if not,
will that be a priority of yours?

Should we follow the same sorts of programs and priorities that
we followed in the last several years if, in fact, we’re going to see
a rather dramatic change in the structure of the industry?

Secretary PENA. Mr. Chairman, if I understand your question, it
is this: We are already observing significant reductions in our pri-
vate sector partners’ budgets in research and development gen-
erally. We have seen that in the overall deregulation of key indus-
tries in our country, and we are very troubled by that.

With respect to electric restructuring or deregulation, we would
anticipate the same. That is to say, that if we move toward a de-
regulated environment, the kind of pressure that will be put on
these now very fierce competitors who will be competing in a way
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that they have not been competing before will mean that they will
make significant efforts to reduce their costs, to be more competi-
tive, and the programs that are likely to go first are their research
and development budgets.

Having said that and recognizing the kinds of challenges we
talked about earlier about trying to develop an energy independent
strategy for our country, recognizing we've got to deal both with
the consumption and the production side, it is my view that we are
going to have to make sure that from the Federal side we have the
kinds of investments in research and development to ensure that
as a nation and as a matter of public policy we continue to make
these kinds of investments despite the reduction from the private
sector side that we'll see with competition, to make sure that we’re
continuing to think about the future and to develop those kinds of
technologies that are critical to our ability to reduce consumption
and to find more production.

So it’s a concern of ours. We’re aware of it. We haven’t yet quan-
tified it because we’re not in that deregulated environment, but as
we move through this year and all the bills that will be introduced
to look toward deregulation, obviously that will be one aspect or by-
product of deregulation that we’ll follow very carefully.

FOSSIL ENERGY RESEARCH AND DEVELOPMENT ACCOMPLISHMENTS

Senator GORTON. Can you tell us what we’ve gotten from our in-
vestment in, say, fossil energy research and development over the
last 4 or 5 years; what tangible results this society has obtained?

Secretary PENA. Mr. Chairman, I can. In fact, I have asked my
associates at DOE to compile a list, and we would be happy to get
that to you to give you a comprehensive view, but let me just give
you a couple of examples, and I asked my associates to give me
things that we could relate to.

[The information follows:]

ExamPLES OF DOE/OFFICE OF FOSSIL ENERGY ACCOMPLISHMENTS FOR PROGRAMS
FUNDED UNDER INTERIOR APPROPRIATIONS ACCOUNT

Built Strategic Petroleum Reserve, world’s largest emergency petroleum storage
reserve, designed to drawdown inventory of 563 million barrels of crude oil at sus-
tainable rate of 3.9 million barrels per day within 15 days of direction from Presi-
dent. Ongoing accomplishments will extend SPR facility and systems capability to
2025 with highest level of reliability and operating cost efficiency.

Operated, maintained, and produced Naval Petroleum and Oil Shale Reserves
(NPOSR) to achieve greatest value and benefit to United States. Since Reserve
opened to full development in 1976, program through fiscal year 1996 has generated
$16.5 billion in revenues against cost of $3.4 billion.

Supported Development and testing of powerplant technologies that have already
had major economic and environmental impacts, and will form the foundation for
future benefits. Technologies include:

—Low-polluting atmospheric fluidized bed coal combustor, the most significant ad-
vance in coal-fired boiler technology in more than half a century. Federal invest-
ment has contributed to more than $6 billion in domestic sales, $2 billion in for-
eign sales, and more than 250,000 jobs.

—Low nitrogen oxide (Nox) burners, which significantly lower costs of reducing
Noyx compared to other options. Domestic sales to date total more than $250 mil-
lion, supporting 1800 U.S. jobs.

—Integrated gasification combined cycle technology, and advanced coal-fired
power generation system that will be one of the most important powerplant op-
tions of the 21st century. The potential global market (undiscounted) for this
technology is estimated at more than $400 billion in capital investment by 2030,
and about $150 billion in domestic market.
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Supported development and testing of technologies and use of other approaches,
resulting in increased domestic production of natural gas and oil through major im-
provement in recovery costs. Examples of technologies and approaches include:

—Mudpulse telemetry, which is one of the most important innovations used today
and allows measurement while drilling. Savings are estimated at $5 billion.

—Insulating doughnut for steam flood in deeper oil wells, which reduces heat loss
in the wellbore and will save industry hundreds of millions of dollars over the
next decade.

—Hot oiling paraffin treatment that reduces paraffin buildup in wellbores which
cause lifting equipment failures, reducing industry operating costs by more than
$150 million per year.

—Assistance to states in implementing risk-based management approaches in ef-
fectively regulating oil and gas injection wells. Streamlining savings to domestic
gas and oil exploration and production industry are estimated at $1 billion
through 2020.

OFFICE OF ENERGY EFFICIENCY AND RENEWABLE ENERGY—RECENT ACCOMPLISHMENTS

The Clinton Administration has launched a series of initiatives in energy effi-
ciency and renewable energy research, development and deployment that are mov-
ing our nation toward a future with improved environmental quality, greater energy
security and increased global competitiveness. By the year 2000, these Clinton ini-
tiatives are estimated to save consumers and businesses over $10 billion in annual
energy savings and cut annual carbon emissions by 25 million metric tons of carbon
equivalent. By 2010, these savings are projected to rise to $50 billion per year, 500
million barrels of oil per year, and 80 metric tons of carbon equivalent. Specific re-
cent accomplishments include:

—Implementing the Climate Change Action Plan which, by the year 2,000, will

reduce carbon emissions by 15 metric tons of carbon equivalent.

—Initiated 16 Climate Change programs that have attracted over 2,000 voluntary
business, industry and government partners.

—Signed more than 100 climate challenge agreements for emissions reductions
with more than 600 utilities.

—LEstablished 52 new state and local building retrofit programs, leveraging more
than $200 million of private sector investment.

—Established eighteen Motor Challenge showcase agreements to optimize electric
system efficiencies resulting in more than 1,000 partners and an investment of
$15 million, exceeding goals by 700 partners and $5 million.

—Leading the industry and government design and research for an 80 mile per
gallon car for the future. Technologies already in the fleet are saving nearly 1
billion gallons of gasoline a year. Signed contracts for developing hybrid vehicles
with the three major car companies and their suppliers. In fiscal year 1997 we
will demonstrate a “no-compromise” 50 mpg proof-of-concept family sedan,
maintaining or improving vehicle cost, safety, comfort, and performance factors.

—Displacing nearly 10 million gallons of gasoline annually through the more than
30,000 alternative fuel vehicles introduced to Federal and local fleets in 55
Clean Cities.

—Transferring proven energy efficiency and renewable measures such as tech-
nologies used in “Greening of the White House” to all Federal buildings to sup-
port reduction of federal energy consumption by 30 percent by 2005 compared
to the 1985 baseline.

—Initiated Federal Greening Models such as the White House, the Pentagon, the
Presidio in San Francisco, and the DOE Forrestal Building.

—Developed 6 major private sector/government energy service contracts, attract-
ing millions in private sector investments to Federal energy projects, building
a new business sector and saving federal dollars.

—Weatherized over 300,000 low-income homes (employing 8-10,000 people) and
upgraded more than 1,000 schools and hospitals annually.

—Developing partnerships with energy-intensive industries such as refining, pulp
and paper and metals, to develop research programs, strategies and tech-
nologies that will lead to dramatically improved energy and resource efficiency
and competitiveness by the year 2000, and energy cost savings of $10 billion
by 2010. Signed Visions agreements with five of the seven industries and expect
to complete Chemical and Refinery Visions before the year is out. Eleven relat-
ed technology and research roadmaps are underway.

—Developed an Industry Vision and Technology Roadmap for the future in part-
nership with the Pulp and Paper industry that they estimate will save them
$8 billion in environmental control costs.
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ELECTRONIC BALLAST

Secretary PENA. One was work that we did in the electronic bal-
last, which is the ballast that goes into the fluorescent lighting.
That one technology success has produced $3.7 billion in energy
savings. The work that was done on refrigerator compressors has
produced $6 billion in savings.

Senator GORTON. In each of those cases, what was the public-pri-
vate split on the cost of the research?

Secretary PENA. I would have to get that information for you,
Mr. Chairman. We can break that down. Some of these have dif-
ferent variations. But I've got five before me here—advanced win-
dows, flame retention heat oil burner, building design software. If
you add all those up we estimate we saved consumer energy costs
about $28 billion, and that’s just a flavor.

[The information follows:]

ENERGY CONSERVATION ACCOMPLISHMENTS

The Department’s investment in buildings efficiency R&D over nearly two decades
has yielded a number of highly successful energy conservation technologies. Five
technologies in particular are estimated to have saved consumers over $28 billion—
savings that continue to accrue at a rate of more than $5 billion each year. These
five technologies are: building design software; efficient refrigerator compressors;
electronic fluorescent ballasts; flame retention heat oil burner; and advanced (Low-
e) windows. The total public investment in these five technologies was $45 million
and the total direct private cost share amounted to over $27 million. The cost share
for building software design was 19 percent; for efficient refrigerator compressors
12 percent; for electronic fluorescent ballasts 50 percent; and for advanced (Low-E)
windows 68 percent. There was no private sector funding for the development of the
flame retention head oil burner, which has saved consumers an estimated $5 billion.

NEW FUEL CELL TECHNOLOGY

Secretary PENA. I haven’t even talked about the much more ag-
gressive things we’re doing in the Partnership for a New Genera-
tion Vehicle Program, where already just a few months ago, even
though that work is far from complete, we saw Chrysler announce
a new fuel cell technology which is cutting edge, that no one
thought would be able to be announced so early in this 10-year re-
search program.

So we believe that there are demonstrable savings that we have
been able to demonstrate with the technology investments we have
made in the past, and what I want to do, as I said earlier, is de-
velop a much more strategic direction on this question of how we
can become energy independent by looking at both the consumption
side and the production side and asking the question of all these
dollars we're investing in technology what is the product, what are
the gains we’ll see, what are the reductions in energy use we can
measure, what are the savings to consumers that will result from
these kinds of investments.

And TI'll be working very hard to develop that much more strate-
gic focus because I share what I believe to be your concern, and
that is we've got to show product. We have to show progress. We
have to demonstrate that there is some significant improvement in
the result of these very significant investments which I think are
worthwhile, and I will work very hard on that issue.
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REPAYMENT PROVISIONS

Senator GORTON. The first cousin to that question is, some of
your programs have a recapture or repayment provision that when
research and development is commercialized you get some of the
money back. How have they worked? Should they be broader? Have
they worked? Have we actually recaptured any money through
them?

Secretary PENA. Mr. Chairman, we have. In the Clean Coal Tech-
nology Program, for example, which GAO has cited as a model pub-
lic-private partnership venture, there were provisions in the early
days in the investments we were making there for recapture, and
we have received, I think, $400,000 or so thus far, and that’s only
in the early stages.

So we think that by being very strategic in where we will require
these kinds of recapture provisions, we can begin to get a repay-
ment.

Now, we have to be very thoughtful about it and not impose such
stringent requirements that our private sector partners will back
off. But I think there will be occasion, and clean coal is one where
it’s working, where I think that will make a lot of sense.

CODES AND STANDARDS

Senator GORTON. One more set, then I am going to defer. One
of the really controversial areas that we had to deal with in my
first 2 years as chairman had to deal with codes and standards; 2
years ago we actually were frustrated in letting the Department go
ahead with them. Last year I think we did.

Where are you on lighting and appliance standards? Is the co-
operation in the private sector sufficient now so that theyre no
longer going to resist? Where are we there? I find this to be an ex-
tremely important area. I would like to continue it, but, again, are
we making some real progress and is it a cooperative progress?

Secretary PENA. Mr. Chairman, I've been advised that 1 year or
so ago the Department made extraordinary efforts to develop a
much more cooperative working relationship with, in particular,
the large manufacturing companies that are the subject of these
standards and that a new relationship has been established. I
think that was tested a year or so ago on the new refrigerator
standard, which is still in discussion at the moment.

I want to say that I have had some experience with this new ap-
proach in what we call the negotiated rulemaking process, and I
would hope that we could establish a constructive relationship with
the private sector to agree on a public policy objective, a public pol-
icy goal, and then find a way to get there if at all possible in a mu-
tually reinforcing and positive manner. I think that is a far more
constructive way of dealing with these issues.

The President has asked us to be more creative in doing these
rulemakings contrasted to the old process of simply publishing a
rulemaking, having comments come in, and then finally issuing a
final rule which may or may not be the appropriate thing to do.

So we want to work on this, obviously keeping in mind the im-
portant public policy objectives, but I think there is room for a very



32

constructive relationship that we can establish with the private
sector.

Senator GORTON. At this point, Senator Dorgan is a new member
of the committee, of the subcommittee, and a welcome one. I have
a bunch of questions, Senator Dorgan. I want to give you an oppor-
tunity either to make a statement or to ask your questions now,
and then stay as long as you want. I think it was just before you
came in that I passed out these charts that I hope will help you
understand the relationship between or among all of the various
programs. I know it has been very helpful to me.

REMARKS OF SENATOR DORGAN

Senator DORGAN. Mr. Chairman, I have a Commerce Committee
hearing going on. That is why I was delayed, and I have to go back
as well, but I appreciate being here. I am going to enjoy being a
part of this subcommittee, and I appreciate having the opportunity
to visit with the Secretary at this hearing.

You showed me this chart last year, and I found it enormously
interesting and helpful. This is the only chart of its kind that I
have seen that actually describes in bar graph form exactly what
}V(i are spending and how we are spending it. I think it is very use-
ul.

I would just like to say that I'm a newcomer to this subcommit-
tee and a newcomer to the issue of priorities in these areas, but
I really think that the fossil fuels research area is one account that
we would want to beef up, not reduce, given the challenges we face
and given the circumstances that exist in our country.

We have in North Dakota an example of a wonderful facility, the
Energy and Environmental Research Center at the University of
North Dakota, which I think is almost the model in the country of
the partnership in public sector-private sector research, and I'll be
visiting with the subcommittee about that.

I hope as we work through this and establish our priorities here
in Congress that we will find a way to enhance rather than retreat
on the issue of fossil fuels research. I know that we’re faced with
enormous challenges in every part of the budget. There isn’t any
question about that. But this is an area that truly is a critically
important investment, and so I would hope that it would be the
priority.

Again, I missed the presentation by the Secretary. I wish the
Secretary well in this new job and I look forward to working with
him very much on a wide range of issues.

PREPARED STATEMENT

Mr. Chairman, thank you very much for this instructive chart as
we move ahead.

Let me just ask unanimous consent to have my statement in-
serted into the record.

Senator GORTON. Without objection.

[The statement follows:]

PREPARED STATEMENT OF SENATOR DORGAN

Mr. Chairman, Senator Byrd and other members of the Subcommittee. Since this
is my first hearing as a member of the Interior Appropriations Subcommittee, I
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want all of you to know that I am very pleased with this assignment and I look
forward to working with all of you in the days and months ahead.

As I familiarize myself with the many agencies and programs funded in the Inte-
rior appropriations bill, I have able mentors in the Chairman and ranking member.
I would like to note that many of the funding decisions made by this subcommittee
will have a direct impact on the health and economic welfare of the people of North
Dakota, and I look forward to working with you on a host of crucial issues affecting
my State as the appropriations process proceeds.

I would also like to welcome Secretary Pena to his first subcommittee hearing as
Secretary of Energy and to congratulate him on his confirmation by a vote of 99—
1 just yesterday. I look forward to working with you, Mr. Secretary, as you assume
your new responsibilities as the head of the Department of Energy and I wish you
well as you take over your new responsibilities.

I would like to take a minute to make a few general comments on the proposed
fiscal year 1998 funding levels for the Department for Interior before I address the
items to be covered in today’s hearing. While I am pleased that the total budget re-

uest of $7.5 billion for the Department of the Interior represents an increase of
%462 million over last year’s enacted level, it is still less than the 1994 level. Like
most agencies, the Department of the Interior has had to learn to live with
downsizing. While we all support the concept of streamlining—of doing more with
less—we must make certain that we are not sacrificing long term policy interests
for short term budgetary goals.

There are many high priority programs funded by the Department of Interior
ranging from our national parks to wildlife refuges to our cultural institutions, all
of which, in my view, deserve continued government support. I know hard choices
have to be made in this era of shrinking federal resources, but those decisions are
particularly difficult in a bill which funds so many meritorious programs.

Before I leave the topic of the Interior budget in general, I want to advise the
subcommittee of one area of real and deep personal concern to me, namely, a woe-
fully underfunded budget for Native Americans. The ever shrinking resources allo-
cated to Native Americans are, in my view, a national tragedy and a national dis-
grace, and I will address this matter in more detail at the April hearing.

Fossil energy research and development within the Department of Energy, which
is funded in the Interior appropriations bill, is the topic of today’s hearing. This is
an extremely important issue for the people of North Dakota and the nation. Since
85 percent of our national energy fuel consumption currently comes from fossil fuels
and will remain our primary energy source far into the future, it is in all our best
interests to ensure that fossil fuels energy is both efficient and environmentally
safe. It seems strange to me, therefore, that the Department of Energy’s Fossil En-
ergy Research and Development Program funded in the Interior Appropriations bill
is Tllated for a significant reduction in fiscal year 1998, from $365.8 million to $346.4
million.

I realize that I am a newcomer to this subcommittee, but I would think that fossil
fuels research is one account we would want to beef up, not reduce. I know Senator
Byrd has a longstanding interest in this matter, but I want the subcommittee to
know that North Dakota also produces a significant amount of coal so this program
is of great interest to me as well.

On a happier note, I would like to take just a few minutes of the Committee’s
time to talk about the outstanding fossil fuel and energy research that is being con-
ducted by the Energy and Environmental Research Center (EERC) at the University
of North Dakota under DOE’s Cooperative Research and Development program. We
in North Dakota are extremely proud of the high-quality work being produced by
the EERC, and I am pleased that the President has recognized the EERC’s contribu-
tion to the research and development of clean and efficient energy technologies by
requesting $1.96 million for EERC under the Jointly Sponsored Research Program
(JSRP). The JSRP combines DOE and private sector support for commercialization
of advanced technologies. Commercialization of cutting edge technologies is the key
to our energy security, improved efficiency and environmental health and safety,
and this partnership between government and industry is crucial if we are to be
successful.

This JSRP program is complemented by a basic research component devoted to
research on innovative concepts which have commercial potential as well as sci-
entific and engineering fundamentals targeted to overcoming commercialization bar-
riers. Unfortunately, the Department’s budget request did not include funding for
this basic research component.

I am pleased, however, to see that the Department’s request included $1.86 mil-
lion for cost-shared coal related research that is approved by DOE and is consistent
with the Fossil Energy mission. I am somewhat concerned and puzzled as to why
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this research program does not include oil and gas research, given both the EERC’s
programmatic expertise in these areas as well as the fact that Fossil Energy’s mis-
sion includes oil, coal and gas.

The EERC is a leading U.S. Center for Excellence in coal, oil, and gas tech-
nologies, placing particular emphasis on low-rank coals found in the western United
States, Alaska, Central Europe, Australia, Russia, China, and Indonesia. Low-rank
coals represent approximately half of the coal reserves in the lower 48 States, with
much larger potential reserves in Alaska. The EERC is uniquely designed to com-
bine cutting-edge basic and applied research with market forces to advance the goal
of supplying clean and secure energy to sustain a high standard of living in an
unpolluted environment and in increasingly competitive marketplace.

The technologies that are being successfully developed by the EERC would simply
not be possible without some government assistance. Government support plays a
vital role in the initial stages of research and development by fostering basic re-
search that is not immediately rewarded in the marketplace. But government must
have partners if the basic research is going to move forward to development, dem-
onstration and ultimately to commercialization. That is the beauty of the DOE Co-
operative agreement. After the basic research identifies promising new technologies,
DOE works with industry to resolve the intractable barriers to full commercializa-
tion of technologies that will lead to more efficient and environmentally safe fossil
fuel energy. Government doesn’t pick the winners, the marketplace does.

I am attaching to this statement some examples of projects developed by the
EERC through both the basic and jointly sponsored research components of the
DOE Cooperative Agreement which I hope the subcommittee will find of interest.
I hope these examples will convince the subcommittee of the exceptional work being
performed by the EERC and that the subcommittee will fully fund the Administra-
tion’s fiscal year 1998 request for EERC of $3.8 million.

I have a number of questions which I have not been able to ask today and I would
request that they be submitted for the record.

Again, I want to thank the Chairman and Ranking Member for their patience.

ExaMPLES OF EERC PrROJECTS FUNDED UNDER THE DOE COOPERATIVE AGREEMENT

BASIC RESEARCH

Combustion 2000: A high performance power system is being developed and dem-
onstrated by the EERC in partnership with industry and the DOE which will pro-
vide a strong leap forward in the performance of coal-fired powerplants. The EERC
has teamed up with United Technologies in developing technology for indirect firing
of coal in a gas turbine combined-cycle system, with construction nearing completion
on a pilot slagging combustor and high-temperature alloy heat exchanger at the
EERC. This system will increase thermal efficiency from 33 percent to 47 percent
while reducing emissions by 90 percent as well as reducing the costs of electricity.
If this system were to replace existing systems, it would reduce by one-fourth the
current carbon dioxide emissions from coal-fired utility boilers.

Trace Element Emissions: Trace elements plug hot-gas filters, poison fuel cells,
and pollute the environment. This EERC project provides an understanding, for the
first time, of the release, transformation, emission and capture of trace elements in
advanced coal gasification systems. Results have been incorporated in a computer
code that is being used by industry to understand and predict the fate of trace ele-
ments in gasification systems and to optimize operating conditions and the design
of hot-gas filtering systems to minimize plugging, improve reliability and efficiency,
and lower emissions.

JOINTLY SPONSORED RESEARCH

Advanced Gasification and Hot-Gas Cleanup: The EERC is currently playing a
key role in demonstrating an advanced fossil fuel gasification and hot-gas cleanup
technology based on the M.W. Kellogg transport reactor, a sophisticated high-veloc-
ity circulating gasifier. Once commercialized, this combined-cycle technology will
substantially decrease the emission of sulfur, particulate, and nitrogen species and,
by improving efficiency, reduce the release of carbon dioxide which contributes to
global warming. This program involves a large number of domestic and foreign par-
ticipants.

Coal Ash Behavior in Reducing Environments: Ash and slag have severe impacts
on the performance and reliability of advanced coal gasifiers as well as environ-
mental control systems. This two-phased program, also supported by a large number
of foreign and domestic energy companies, is developing methods to improve gasifier
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design and operating procedures and to minimize emissions. It has received signifi-
cant international attention because of its contribution to improving advanced gas-
ification systems that are being exported outside of the United States.

Freeze-Thaw/Evaporation Process to Treat Oil and Gas Produced Waters: Eighty
percent of the waste resulting from the production of oil and gas in the United
States is saline water. A demonstration project jointly conducted by the EERC and
B.C. Technologies (BCT) has demonstrated the economic advantage of coupling a
natural freeze crystallization process with evaporation to reduce dramatically the
volume of saline wastewaters and produce water for beneficial use. This process has
been successfully demonstrated by the EERC and BCT over the past 2 years with
the Amoco Production Company and the Gas Research Institute at a commercial
Amoco Production Company coalbed methane facility in New Mexico. This process
has the potential to increase domestic oil and gas production by extending the eco-
nomic life of marginal wells and opening new reserves in areas where high volumes
of produced water have prevented economic production. It also has the potential to
help meet a global need for the desalinization of water to meet the demands of an
ever expanding population base.

The Alaska Initiative: This initiative, managed by the EERC for DOE’s Federal
Energy Technology Center (FETC), provides a working affiliation under which DOE
and Alaskan partners are demonstrating new technologies to meet the current and
future needs of Alaska in an environmentally acceptable way. This activity has two
distinct focuses: (1) the relocation of an existing Clean Coal Technology demonstra-
tion project, and (2) demonstration of remote-site power technologies. A number of
milestones have already been achieved.

Clean Coal Demonstration: This project has already been relocated from Easton,
Maryland to Fairbanks, Alaska. The partnership is currently working to finalize the
nonfederal funding that must be in place by July 1997. Successful completion of this
demonstration activity will meet the University of Alaska (Fairbanks) need for addi-
tional energy using indigenous fuels, reduce dependence on diesel fuel, create a new
research focus at the University, create export potential for Alaskan coal resources,
and create a showcase project with international appeal. This coal-water fuel tech-
nology under demonstration was developed under Cooperative Agreement.

Remote-Site Power Generation: The use of indigenous resources in remote areas
for power generation offers a worldwide opportunity. The feasibility of applying flu-
idized-bed combustion technology to meet the power needs of the village of McGrath,
Alaska, using indigenous fuels will be determined by April 1997. The EERC is co-
ordinating the assessment evaluating local fuel resources, including coal, municipal
solid waste, and biomass (wood), as a replacement for the fuel oil currently used for
electrical generation and heating in this village. This showcase project, if successful,
WI}il lead to commercializing this remote-site power generation technology world-
wide.

An assessment is also underway to evaluate the feasibility of a demonstration
project in interior Alaska to use coalbed methane in a fuel cell to provide electricity
for remote villages. EERC’s project currently underway in New Mexico is proving
coalbed methane produced waters can be cleaned in a cost effective manner. Suc-
cessful completion of this demonstration will result in superclean and efficient elec-
tricity production using local resources and creating local jobs.

CLEAN COAL TECHNOLOGY RESCISSION

Senator GORTON. Senator Byrd, since I wasn’t here on time, did
you ask about and get sufficient answers to questions on clean coal
technology and rescissions?

Senator BYRD. Mr. Chairman, I asked some questions, but I indi-
cated that I had a good many additional ones that I would just sub-
mit for the record, and so I do not propose to ask any more ques-
tions now. I just want to thank you for your being so courteous, as
always.

Mr. Secretary, let me add before I leave, I was chairman of this
subcommittee for several years, and Senator Gorton has mastered
the details of it in 2 years. As a matter of fact, he mastered the
details in the first year far more than I had ever been able to ac-
complish, and he’s been